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Mr ‘also appoliited 
Mr Boris Pankin, 60, as the 
new Soviet foreign minister. 
Mr Pankin, currently anteme- 
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Previous ax 
on p in Sweden. He:te a for- 
mer editor of Kor nolskaya 

the Communist youth 


ne ire 
‘A Soviet Foreign 'ini Ministry 

spokesman said Mr Paniin 
the only Soviet ambassador 
the orders 
issued by hard-line: Commu- 
nists who tried to topple Mr 

Gorbachev last week. - 

_In the meantime, Mr: Gorba- 
chev continued a rélentless 
of officials involved in 
last week's coup when he 
bedy of 


who did not follow 


‘Appearing on television - 
interviews ahead of.a ° 


President Bush's vace- 


tion bome in 


‘ennebunkport, 
‘Soviet -- Maine, Mr Major echoed the US 
president's strong support of 
Mr Gorbachev and of 


“There's a danger of chacs, 
there's a-danger- of nobody. 
knowing quite what is going to-- 
happen or show. at -can 


_ tale advantage of the financial 
sector’s. aries It said the building 
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Toyota customers. 


Mr Hiroshi Okuda, a senior 
director, said: “We 


industrial groups, including 
Gensral. Ford, the 

carmakers. These also began 
- by offering finance to fund 
sales of their own products but — 
eventually ‘established wide: 
ranging financial 


General Electric, othe 
panies. le 
electrical combine, ended up 
a. stake in Kidder Pea- 
body, the Wall Street broker. 


Motors and 


buying 


approved, were 
intended: as an extension of 
services to people who bought 
or leased Toyota vehicles. 
“Credit cards, for. example, 
would be available only to 


ambassa- the KGB. As well as launching 
an investigation into the 

KGB's role in the failed putsch, 
he also began to dismantle the 
sewn, by tansering is bor 
agency, by : 
der guard divisions to the regu- 


lar army. 
Vitaly 
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security 


Spokesman, Mr 
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the ‘new di 
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space. But none of these 
favenmients has significantly 


of the com- 
Peach pile, which 


pany’s huge 
last June totalled Y2,500bn. 


financial manage- 
ment ae established Toyota 
se as a subsidiary only in 


Toyota Finance provides 
finance 


Toyota's ‘move would 
probably have little effect on 
large financial 


but 
ones, particularly 


specialising in car loans, 
might suffer. | 


Toyota results, Page 17 
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'~'SStiet Union. 


ment heard Mr Anatoly Luky- 
the Supreme Sovit agahr deny 
viet 
that he was involved in the 
coup against Mr Gorbachev. 
The parliament, however, 
ratified the sacking of the 
entire cabinet, prociaimed by 
Mr Gortearhey = at the weekend. 
Deputies also heard yester- 
day that 12 men would be tried 
for treason after last week's 
coup. They were not named 
but are almost certain to 





his television = 
‘ances, Mr Major enthused 
about the opportumities opened 
up by the failure of last week's 
putsch in the Soviet Union and 
‘Collapse of communist rule, 
in contrast to Mr Bush who 
bas been more cautious in pub- 
lic, Mr Major described the col- 
lapse of communism as “a 
huge prize for the west”. 
Turning to Soviet efforts to 
introduce a market economy, 
he said: “We must help them 
produce it; it’s in our interests 
and they need it.” 
Like his US hosts, Mr Major 


















THE SOVIET UNION 


@ KGB struck down by its 
favourite son; 
Soviet bosses on course for 
higher standards Page 2 


Russia looks for quick 
end to Kuriles dispute; 
Battic states to seek up to 


$3bn from west Page 3 
@ Breaking up is hard 
to do Page 12 


made cleat the initial western 
aid ckage should stick to the 

of the G7 agreement 
last July which focused on 
tae assistance and 
rejected Mr Gorbachev's pleas 
for a multi-billion dollar aid 


package. 

“What the Soviet Union and 
the republics need at the 
moment te a clear plan of 
action,” he said. “Putting eco- 
nomic prosperity in place will 
be a long job.” 

However, Mr Major indicated 
that food aid would probably 
be needed to help the Soviet 


“Gnion this winter. 
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Yeltsin 
extends 
grip on 
economy 


By John Lioyd in Moscow 
and Kenneth Gooding 
in London 


MR BORIS YELTSIN, the 


currency dealings, together 
with transactions in precio 


aS 
stones and metals. 

The decree was made on 
Sunday but published only 

yesterday, It gives the Russian 

gnthorities control over the 
Soviet Finance Ministry, the 
state bank (Gosbank) and the 
Bank for Foreign Economic 
Relations (Vneshekonom- 
bank). The state bank con- 
firmed last night that the 
decree was now in force. 

Mr Yeltsin has called for 

within a month, for 
the integration of the Soviet 
financial structures with those 
of Russia. 

His decree also takes into 
Russian control the castoms 
service on Russian territory ~ 
wala includes the interna- 

tional airport at Sheremetyevo 

and the ports of Leningrad and 

The customs ser- 

vice be able to export pre- 

cious stones and metals only 

with the permission of the 
Russian government. 

Mr Yeltsin's move presents 
the gravely weakened Soviet 
authorities with the dilemma 
of either bowing to the fact of 
Russian power, or attempting 
to confront it in an area where 
foreign confidence is vital. 

At the same tine, Mr Victor 
Gerashchenko was 
as state bank chairman. He 
has clearly been judged too 
precious a commodity for his 
ambiguous position during the 

to be allowed to count 
his continued tenure. 

Gold market traders and 
analysts were confused and 


divided about the 2 eee 


thonght-it--~ 
Oars te a Gatien 
sare felt ape 


ee 
the South African 
np which last year signed a 
eal to sell Soviet rough 
(uncut) diamonds, said it was 
watching a situation but 
considered it had a valid con- 
tract with the Soviet govern- 
ment. Diamonds had been 
moved from the Moscow stock- 
pile to London as collateral for 
a $1bn loan De Beers made to 
the Soviet Union with repay- 
ments made “like clockwork.” 


Gold market reaction, Page 22 
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Republics rally to counter Russian imperialism 


By Leyla Boulton in Moscow 


JUST as it seemed that the 
Soviet Union was relapsing 
into helplessness, evidence 
emerged yesterday of joint 
efforts by the republics to 
tackle economic chaos and 
counter fears of a new Russian 
imperialism. 
Mr Arkady Voisky, one of 
four members of a special 
committee set up to run the 
Soviet economy, said that all 
15 republics had agreed to take 
part in the committee's work. 
“This is a source of 
satisfaction,” he said, noting 
that even the three Baltic 
republics, which are set on a 
path to full independence, 
would send “active observers”. 
“We have a clear interest in 
preserving economic ties with 
the Soviet Union,” said a 
spokesman for Lithuania, who 
revealed there had been an 
agreement in principle to 


nominate Mr Vytautas 
Novickas, the deputy 
economics minister, as 


Lithuania's observer. 

Mr Volsky also announced 
the cancellation of a decision 
on Monday by Mr Ivan Silayev, 
the committee's chairman and 
Russian prime minister, to put 
his people temporarily into top 
jobs at all-union institutions. 

He said that the Soviet 
ministries’ first deputy 
chairmen would do the jobs of 
their disgraced bosses. 

Although Mr Valsky did not 
go into an explanation, it looks 





Senior officials from Gosbank, the Soviet central bank, 

are due to visit London next week to discuss plans 

for reshaping the Soviet economy, writes Peter Marsh. 
They are scheduled to attend a meeting of the directors 

of the European Bank for Reconstruction and 

Development, which will review the bank's strategy 

to provide assistance from industrialised nations to 


aid Soviet economic reform. 


They may also meet representatives of the 
international Monetary Fund in Washington later 


in the week. 





as though Russia is now trying 
to back-track in order to 
reassure other republics, even 
though its spokesmen claim 
that the Russian takeovers 
were aimed only at preventing 
the collapse of government. 

Only the previous day. 
oughty Soviet ministries and 
banks saw Russian 
government officials arrive to 
take control of institutions 
whose chiefs were accused of 
complicity in last week's 
abortive coup. 

In the meantime, republics 
outside Russia bristled with 
fear that, having saved the 
country from dictatorship, 
President Boris Yeltsin was 
seeking to reimpose a new 
Russian diktat on the rest of 
the country. 

Amid a_ flood of 
jndependence declarations and 
warnings of inter-republican 
wars, there were also fears that 
the 15 republics would be 


Gavriil Po 


unable to find a common 
language for rescuing the 
economy that binds them all 
after seven decades of central 
planning. 

“The tragedy is that Mr 
Yeltsin does not even want a 
union government,” an 
associate of Mr Volsky 
complained as recently as 

esday. 

Yesterday Mr Volsky seemed 
in a much better mood. “There 
will be a union government of 
some kind or another,” he said 
after the committee had 
worked until dam. 

He said that six 
inter-republican committees 
would be set up to manage 
different areas. ‘ 

On the ground, however, it 
was unclear who was running 
the creaking and uncertain 
machine of Soviet government. 
Early yesterday, Mr Andrei 
Zverev, a deputy Russian 
finance minister, was in charge 


o 


THE SOVIET UNION 


of Gosbank, the central bank, 
after replacing the 
highly-experienced Mr Viktor 
Gerashchenko. 

However, by the evening. Mr 
Gerashchenko, who is in a 
special position as 2 
non-minister, had been 
reinstated in his job. _ 

At the finance ministry, 
officials were still awaiting the 
arrival of Mr Igor Lazarev, the 
Russian finance minister who 
had been announced as the 
replacement for his Soviet 
counterpart, Mr Vladimir 
Orlov. 

There were also signals that 
the Russian federation was 
still claiming as its own all the 
equipment and control over 
the resources of the country’s 
top financial institutions. 

Nonetheless, the latest 
signals from Moscow should 
help the west find some 
sensible interlocutor as it looks 
for ways of helping the Soviet 
Union out of its economic 
morass. 

The World Bank has already 
approved plans for a $30m 
(£17.8m) trust fund to help 
introduce a market economy 
into the Soviet republics. “We 
will discuss using the money 
together with the republics,” 
said Mr Zverev, while acting as 
Gosbank chief. 

Mr Volsky also dismissed 
suspicions that the committee 
was just a fig-leaf for a Russian 
takeover and clarified who was 





DOV being welcomed ith flowers in Berlin yesterday 


Democrats reassure party men 


By Leyla Boulton 


VICTORIOUS democrats are trying to 
show mercy to losers from the fallen 
Soviet Communist Party. Bui old habits 
die hard after seven decades of oppression 
- i when many of the self-pro- 
claimed democrats are former Commu- 
nists. 


With a vindictiveness unprecedented 
since Stalin’s purges, denunciations of 
people said to have supported last week's 
coup are flooding into the offices of the 
leaders of this second Russian revolution. 
Mr Gavriil Popov, the radical mayor of 
Moscow, says that only 10 per cent of 
such mail has merited following up. The 
rest, he suggested, were petty attacks on 
bosses, colleagues and neighbours for 


even sympathising with the pu 
“This 


is a sign of a sickness in our 


society which we have yet to uproot,” ir 
Popov said in a late night television inter- 
view — one of a series he has given to get 
the new word across. Mr Popov, who told 
viewers of “Good Evening Moscow” that 
only the executors of last week's coup 
would be punished, was also clearly anx- 
ious to reassure “dissenters” that they 
would not suffer the same fate as the 
victims of the first Russian Revolution. 

He reassured functionaries of the Com- 
munist Party, which has all but collapsed 
since its central committee was dissolved, 
its property seized and its leadership dis- 
credited, that they would be given an 
opportunity to retrain for other jobs. 

The Russian leadership is also moving 
itschists. against accusations that it is applying a 
new tyranny over media which supported 


the coup. Mr Mikhail Fedotov, Russia’s 
deputy information minister, said yester- 
day that Communist party newspapers, 
such as Prayda and Leninskoye Znamya, 
were being allowed to reappear 
registering themselves. They would be 
keeping their old names for the time 
being simply not to confuse subscribers. 

Toward the party itself, however, Mr 
Boris Yeltsin, the Russian president, his 
democratic allies, and even Mr Mikhail 
Gorbachev, its betrayed general secretary, 
are showing no mercy. 

Gosbank, 


after re- 


the state bank, has frozen all 


Communist party accounts to prevent it 
from hiding 
achev has ordered to be given back to the 
people. Attempts are also being made to 
track down its investments abroad. 


assets which President Gorb- 


supposed to be responsible for 
economic reforms. 

In the four-man team, Mr 
Grigory Yavlinsky would take 
overall charge of economic 
reform and proposals for 
reintegrating the Soviet Union 
into the world economy. 

His work would be 
complemented by that of 
Professor Evgeny Yasin, an 
economist with Mr Volsky’s 
employers’ confederation, who 
was working on emergency 
measures to support Soviet 
industry and entrepreneurship. 

Prof Yasin'’s ideas had been 
passed on to President: 
Gorbachev for use at next 
week’s i session of 
the Congress of People’s 
Deputies, or superparliament. 

While annexing institutions 
such as Vneshekonombank, 
which handles hard currency 
payments and the Soviet debt, 
Russia had also made 
menacing noises about 
teviewing its borders with 
those republics that wanted to 
leave the union. 

Mr Mikhail Fedotov, Russia's 
deputy information minister, 

yesterday that it had 
been undiplomatic to make 
public the fact that Russia 
reserved the right to review its 
borders. “Such declarations 
should be made in intimate 
negotiations,” 


But the aim of going public, 
he said, was to try to “preserve 
the union”. 
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Grigory Yavlinsky (left) and Ivan Silayev prepare to take the economic reins 
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Soviet bosses on course Review of 
for higher standards 


By Paul Cheeseright, Midlands Correspondent 


OUTSIDE in the lazy summer 
sun a girl in a black riding cap 
goes through her equestrian 
exercises. Inside, the lecturer 
emphasises his point with a 
movement of the arm: “The 
most important part of any 
strategy is getting the initial 
steps correct”. 

This is the rural 
Maley ba ; of ae 

ingineering Employers’ 
Midlands Association in 
Barleythorpe, Leicestershire, 
scene of the only training 
course in the UK that the 
British government’s 
“know-how fund” for the 
Soviet Union has so far 
assisted. 


The course, tailored for a 
oup of Soviet managers, 
gely from the engineering 
industry, has moved on from 
the detail of quality 
Management techniques to 
consideration of business 
strategy and business 
g- 

The words of the lecturer, 
Mr John Brough, who once 
formulated strategy at BOC, 
the industrial gases group, are 
an unintentional metaphor for 
Mr Boris Yeltsin’s political 


strategists. 

First, establish the long-term 
goal of the business, the 
“mission statement”, he says. 
“It is important that the 
mission is clearly articulated, 
that it be concise, that it is 
directional.” 

On the other side of the 
horseshoe table, the 18 
managers from the i 
area take it all in quietly 
before adjourning for 
mid-morning coffee and 
Ruddles beer. They are itching 
to return home at the end of 


The “quality” 
gospel will be 
spread by 
Soviet 
managers 





the week — to St Petersburg. 
They use the imperial name. 
They want to find out what is 
going on. Spreading the gospel 
of quality management will 
come later. 

Mr Mikhail Krotov - “I 
know Eduard Shevardnadze 


the group and has surrounded 
himself with likeminded 
reformers from Leningrad 


business. 

With the failure of the coup, 
Mr Krotov believes there will 
be greater opportunities for 
Soviet business, working 
according to free-enterprise 


princip! | 
“The necessity to implement 
international standards will be 
greater,” he says. Soviet 
Standards are quite different 
from international standards, 
leading to trading problems: 
customers cannot be sure of 
what they are buying. “The 
task of integrating into the. 
world market cannot be 
achieved without 
implementing international 
standards,” says Mr Krotov. 
MacGregor Associates, the 
Nottingham management 
consultancy which organised 
the course, has been traini: 
the Soviet managers in the 
techniques of assessing and 


certificating standards since 
i: of this month. 
The training has been the 
same as potential British 
assessors would have. And the 
managers are evidently good at 
it 


Certification bodies,” says Mr 
Mike Smith, a MacGregor 


On th practical side, for Mr 
yn. the 

Krotov, the vehicle for 
bringing Soviet business into 
closer touch with the outside 
world could be joint ventures 
in the Leningrad free trade 
zone and the conversion of 
military plants to civilian 
products; it is in these plants 
that Soviet technology is most ~ 
develop 


igh Znanie, in some ways 
equivalent to the British 
Association for the 
Advancement of Science, but 
different in that it has 
commercial and property 
interests. 

Mr Krotov is a leading light 
in Znanie, many of the 
Barleythorpe course managers 
are members, and so are about 
$m other managers and 
academics throughout the 
Soviet Union. ; 

MacGregor has signed a joint 
venture agreement with 
Znanie which will mean more 
training and greater efforts to 
put Soviet managers in touch 
with European business. 

Over the next six months, 
five more courses are planned, 
for which subsidy will be 
sought from the £50m 
know-how fund. 


KGB leadership Struck down by their favourite son 
ousted in reshape 


By Anthony Robinson in Moscow 


THE TOP leadership of the 
KGB, the state security com- 
mittee, was dismissed yester- 
day by Soviet President Mik- 
hail Gorbachev. 

Mr Gorbachev also trans- 
ferred control of the well- 
armed KGB military units, 
including the 200,000-strong 
border guard, to the Defence 
Ministry and removed the 
organisation's responsibility 
for and surveillance of govern- 
ment communications. 

Mr ivan Silayev, the new 
Soviet premier, has been given 
overall political control of the 
KGB, police, defence and inte- 
rior ministries in a new gov- 
emment structure announced 
yesterday. reat 

The decree dismissing the 
ruling KGB “collegium” 
marked a new stage in the 
purge of Soviet state and party 
institutions following last 
week's coup attempt, . 

The myth of the ali-seeing, 
all-powerful KGB has taken a 
Imock as a result of last week's 
failed coup. Its former chair- 
man, Mr Vladimir Kryuchkov, 
was an active coup leader: he 
and a handful of other senior 
KGB officers are under arrest. 

Last Friday he was replaced 
as chairman by Mr Vadim Bak- 
atin, the liberal former minis- 
ter of the interior who was 
sacked and replaced by Mr 
Boris Pugo last December 
when Mr Gorbachev reshuffled 
the government under hardline 


pressure. 
Shortly before Mr Gorbachev 
issued his decree yesterday, Mr 


‘Fe 


Alexei Kondaurov, deputy 
chairman of the KGB's public 
relations department, sought 
to defend the organisation 
from charges that it had a 
played a central role in plan- 
ning and executing the coup. 

In an interview at its head- 
quarters in Moscow, he said 
most senior officers of the 
organisation were not 
informed of the coup and took 
no part in it. 

According to Mr Kondaurov, 
he and most other senior offi- 
cials first learned of the coup 
attempt on thelr radios on 
their way to work. Like other 
Soviet citizens, he added, they 
were still seeking a rational 
explanation for actions which 
“contradicted all the rules and 
norms” of the sort of classic 
governmental overthrow in 
which the KGB specialised. 

“It is difficult to qualify 
what happened as a putsch. 
Those who took part were 
already holders of the highest 
state offices. In effect they 
were overthrowing themselves. 
The whole situation was 
absurd,” Mr Kondaurov said. 

Apart from Mr Kryuchkov, 
only three other KGB officials 
were arrested after the coup, 
while another senior official, 
Mr Anatoli Beda, was removed 
from his post and five or six 
others had resigned, he said. 
Those arrested were Mr Victor 
Grushkov, deputy head of the 
KGB and a member of the now- 
disbanded collegium, Mr Yuri 
Plekhanov, and his deputy Mr 
Vycheslav Generalav. 


Ironically, Gorbachev was the KGB’s ‘nominee’ for Soviet leader, writes John Lloyd 


AST Thursday night, as 

thousands massed out- 

side the Lubyanka head- 
quarters of the KGB to pull 
down the statue of the organi- 
sation's founder, Felix Dzer- 
zhinsky, you could see the 
blurred faces of men, standing 
back from the windows, 
looking down at the destruc: 
tion of their iron protector. 

They did not attempt to stop 
the desecration, and the disci- 
plined crowd did no more than 
make rude gestures at them. 

They must have known that 
the days of the KGB's enor- 
mous power were over. 

Enormous power there was. 
The KGB grew from an instru- 
ment designed to protect the 
Bolshevik revolution from its 

enemies “by means 
of terror”, especially during 
the civil war. 

“The government of the 
workers,” said Lenin in 1918, 
“cannot exist without such an 
organisation as long as exploit- 
ers remain in the world.” 

Conceived as an instrument 
of terror internally and of sub- 
version abroad, the KGB, 
through successive renamings, 
simply extended these func- 
tions to moustrous dimensions. 

All polities! rental 
regarded as even potenti 
hostile to the Communist Party 
and Soviet power was mont- 
tored and suppressed. During 
the 1930s, at the time of the 
purges, the KGB was used 


against the Party, the govern- 
ment, the military and finally 
i 


Always subordinate to the 
party, it was omnipresent in 


Soviet society and no clear 
lines separated its functions 
from politics, government, 
diplomacy, propaganda and the 


Right up to the present 
period, its roles have included: 
@ taking an active part in the 
government of the country, 
including an oversight of all 
international treaties; 

@ suppressing internal dis- 
sent; 


@ guarding top officials; 

@ combatting industrial disaf- 
fection and increasing eco- 
nomic efficiency; 

@ investigating crime, includ- 
ing serious economic crime, a 
line of work which it has 
stressed 


recently; 
s; strengthening “social mor- 
£ providing information for 


@ counter-intelligence; 

@ special tasks, including spy- 
ing on senior officials for other 
senior officials. 

The KGB has paralleled the 
party, whose shield it was 
a to be, in its organisa- 

jn. 

it has republican and district 
organisations, and major 

in every large town — 
though in some of the indepen- 
dence-minded republics, such 
as the Baltics and Georgia, the 
Jocal KGB, or part of it, has 
ly gone over to the new 

ts oh d budget has 

ts size an never 
been disclosed. However, west- 
ern estimates put the number 
of full-time KGB officers, at 
home and abroad, at 600,000- 
700,000, with the ability to call 





ance 


on a further 250,000 internal 
Ministry troops and several 
millions of part-time and occa- 
sional volunteers and inform- 


ers. 

of Peal A a were 
permane: stati abroad, 
in embassies and under the 
“cover” of trade missions, 
newspaper ts and 
tourists. 


Peter Derlabin and TF. Bag- 
ley, respectively former KGB 
and CIA agents, estimate in 
the book, The KGB: Masters of 
the Soviet Union, that the 
number of informants is as 


‘ The. Organi 





and Planning 
Directorate 
ae 


CHIEF OlEGTORATES. 


high as Idm. 

Traditionally, the KGB chief 
has been a member of the 
Politburo, but that understates 
its power at the very top. 


ost senior commu- 
nists have had con- 
tact, or even service 
with, the KGB or the closely 
associated Interior Ministry, 
and none would have been free 
from its influence. 
Aes aut egret briefly 
chiel ie earl 
had been head of ae koe 
his protégé was Mr Mikhail 


sation of the KGB: 





Gorbachev, the KGB’s “nomi- 
Lal for the general secretary’s 


posi 
Now, with its chairman, Mr | P! 


Viadimir Kryuchkov (a Gorbar 
chev appointee), disgraced for 
turning in 


his master during last week's 
coup, the KGB has been struck 
down by its party favourite. 

There is now an opportunit 
to recreate it as a “normal” 
secret service. 
Lubyanka holds a huge weight |: 
of dark secrets, which must |" 
now be threatened with the 
ight of disclosure. 


tal Times {! 
But the |+skaftet : 
! 424, DR-H6! 





air force 
cuts urged . 


WESTERN countries will need 
to revise plans for cutting 
back the strengths of their air 
forces in the light of instabil- 
ity in the Soviet Union and 
Yugoslavia, according to a 
leading UK expert, writes 
David White. 

Mr Mark Lamubert, editor of 
the authoritative Jane’s Ail 
the World's Aircraft, said, the 
recent events “must have some 


on air force > 
ime aaued that tin recall 


grammes for combat air- 
craft such as the US F-22 
Advanced Tactical Fighter and 
the four-nation European 
should 


production have cast a shadow 
over the project. 

He warned that the Soviet 
Union had already announced 
plaus for two new fighters 
with stealth features to enable 
them to avoid detection by 


Mr John Taylor, a former 


editor of the yearbook, the Jat- © 


est edition of which was pub- 
lished , said that the 
Soviet Union's latest MiG-29 
and Su-27 aircraft were “as 
good as anything in Nato” in 
terms or aerodynamics and 
handling. However, they 
would not outmatch the new 
EFA, he said. 


Italy speeds up 
Soviet loans 


TTALY said yesterday it would - 


more than double tts commer- 
cial loans to the Soviet Union 
to L2,500bn (£1.1bn) this year 
to provide consumer goods 
and fuel for the winter, AP 
reports from Milan. 

The state export credit 
insurance agency, SACE, 
authorised the payment of a 
further L1,500bn of loans that 
were originally scheduled for 
the second half of 1993 and all 
of 1994, according to a state- 
= from the Treasury Minis- 


The loans are part y 
1L5,000bn government gutrast 
teed loan package for the 
Soviet Union that was sup- 
posed ones covered the five- 
year period starting in 1990, 

Italy has been one of the 
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ing up negotiations for the 
return of. thé four northern- 
most Kurile. islands, captured 
by the Red “Army at the end of 
the second world-war. 


lapanese agency 
ye coat ocean of the 
is ite Was Row a-top 
foreign policy priority. - 


sian president, he added, had 
softened his previous policy, 
which called for the staged cre- 
ation of a joint economic zone 
without any commitment to 
hand back the islands. : 


Japanese diplomat, said yester- 
day: “We hope that recent 
events have’ been. helpful in 
Binding 2 solution to this prob- 
Jem which could-open the way 
for signature of a peace treaty 
and greatly improved. relations 
in all areas.” x ee 

A highlevel Japanese’ dele- 
gation is In Moscow this‘ 











LEADING " Demotrats 


Mr Richard Gephardt, 
majority ‘leader, supported 
using funds from the: US 
defence budget. Senator Bill 
Bradley, New Jersey: Democrat - 
and a long-standing Sceptic-on 
economic ‘assistance. to : the 
ded aid to.the republics to elp 
them build market economies. 

By calling in general terms 
for an aid package, the Demo- 
crats aim'to highlight. Mr 
Bush's cautious-approach since 
the abortive Kremlin coup. The 
president has faced congressio- 
nal criticism for waiting to 
extend diplomatic. i 
to the Baltic-states. 

However, there are impor- 








received. 
the: failed -Soviet putsch 
which-threatens to hasten 


























the ‘mental acrobatics of its 
long-time leader, Mr Georges 
Marchais,-.the party is 
involved ‘in an agonising 
-Teappraisal of its ideological 
Sane and its relationship to 

It ig also threatened by 
serious internal divisions 
between its. traditionalist 
Bet ae ot 

‘an impo! A 

reformers, including several 
former communist govern- 


ous position it.took at the 
be; sain of the abortive. 
coup on August 19. At the 
time, while describing the 
manner. in which President 
Mikhail Gorbachev was 
briefly overthrown as “unac- 
ceptable”, it strongly critic. 
ised the meagre results and 
unfortunate social. conse- 





Democrats press. . 
for US aid package 


By Lionel Barber in Washington 


state. of shock 


By Robert Mauthner in Paris 


‘ munist party-is in a similar 


The territorial dispate has 
blighted relations between 
Moscow and Tokyo and con- 
tributed to the iow level af eco- 
nomic ties. Bilateral trade 
accounts for under 2 per cent 
of Japan's total trade. 

Hopes that President Mikhail 
Gorbachev's historic first visit 
to Japan earlier this year 
might accelerate a 
were dashed when jit became 
clear that he felt he could not 
surrender territory. 

Mr Yeltsin's pronounce- 
ments have varied - he 
appeared conciliatory on a visit 
to Japan last year but said on a 
subsequent visit to the Soviet 
Far East that Russia had no 
land to spare. 

However, if the Soviet Union 

senses the Group of Seven 
industrial states are about to 
offer large-scale aid, its leaders 
may judge a.settlement with 
‘Japan is indispensable:. Only 
‘Japan’ has the huge financial 
‘resources to supply the funds. 






wants to see each Soviet repub- 
lic eligible to apply for full 
membership of the IMF, World 
Bank, and European Bank for 
Reconstruction and .Develop- 
ment. Each republic ‘would 
compete for financing at these 
institutions as they would on 
capital markets. eis 

Mr Gephardt is’ calling for 
credits, loan guarantees, and 
other forms of non-cash assis- 
tance conditional on reforms in 
the Soviet economy and phased 
over several years. The sums 
could reach $lbn and $3bn 
annually. fe 
aio toca fii Gephardt's 

requires the relaxai 

constraints in last year’s bud- 
get agreement which sets sepa- 
rate caps for domestic, defence 
and international affairs. 


quences of perestroika. 
The general impression 
given by the inal state- 
ment (even though subse- 
Dy aurea. 
‘s 
is that the bulk of the polit- 
buro finds it difficult to rec- 
oncile itself to the new situa- 
tion in the Soviet Union and, 
in particular, to the emer- 
gence of new democratic 
forces under the leadership 
of Mr Sas ep finda 
Meanwi party ; 
itself both vilified and wooed 
by the socialists. While some 
— bould finall 
their party sho’ lally 
ak remaining links 


all 

with their erstwhile partners 
of the Union of the Left, oth- 
ers. still favour a wider 
left-wing grouping with 2 - 
reformed communist é 
because of its possible elec- 
toral advantages. - 

Portugal's hard-line com- 









ition to its French coun- 
rpart, Patrick Blum adds 
from Lisbon. Key party 
members have called for the 
leadership's resignation and 
some have handed in their 

Care forthe Soviet 
initial support for the-Sovie! 
coup and at the leadership's 
subsequent attempts to jus- 
tify itself. 
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THE Russian and Soviet 
parliaments yesterday sent del- 
egations ta meet Mr Leonid 
Kravchuk, Ukraine's president, 
to discuss the rapidly worsen- 
ing relations between the two 
Soviet republics. 
Mr Alexander Rutskoi and 
Mr Serget Stankevich, 


respec: 
tively Russian vice president 
and state counsellor, were first 

~ to Ay to the Ukrainian capital 
Kiev, followed by a hastily 
from the Supreme Soviet of the 
Set 

. 's mayor. 
‘The flurry of activity, aimed 





Russia looks for $AtiStis« teauecue 
as : pavement, members of = yup Baltic states will 
: es ‘ a -eriminal to $3bn trom western eae 
k ie ttl veo cee de whelp rebulld thelr shattered 
a: i es, tvia" i 
q Se ement centre of the Ukrainian tir Antoll Gorbunoy, sid yee 
: ae ital ". 7 jay. visers, 
of Kuriles dispute 2&tSte. SSeS 
5 q : second largest republic, t ) Were drawing 
FSU Pp fas been experiencing” Sb 4J90) pan oh hy tea 
By An ‘Robinson in Moscow - .. &Browing crime - Mr Gorbunav expected the 
and. Stefan: Wagstyt-in Tokyo ; tng ee pry US to recognise the indepen. 
- pee ae : f the Baltic 
THE OSSIAN goveinment is to discus the dopnte - andto operating in the capital fer dal of the eosk. e ootl 
expected aod acc ‘ fn scoot io yy Suete Sea ener one. that Latvia had recognised 
relations.with Japan by speed: last week's abortive coup. 


You'll notice that we haven't added a modest 
- “probably”. Because if you want the best in 5 
laser printers, the Hewlett-Packard LaserJet is 


undoubtedly it. 


Today, over 3 million HP LaserJet printers 
are sharpening company images around 
the world, producing stunning results time 


after time. - 


What keeps these remarkable machines way 

shead of the competition is clever new ideas. 

Lots of them. Like Resolution Enhancement 

Technology. Developed by Hewlett-Packard, it 

*  engures lines so sharp, curves So smooth and 
blacks so black, that documents look as though 


they’ve been typeset. 


HP LaserJets also use HP’s PCL5 advanced 
printer language. This latest generation 
language allows new, fast vector graphics and 
a range of scalable fonts that enable you to 
tum even the most mundane document into a 


thing of beauty. 


SOVIET UNION 
Territory dispute prompts dispatch. of Russian and Soviet delegations to Ukraine 


Republican heavyweights square off 


By John Lloyd in Mascow and Ariane Genillard in Kiev 





ting 
follows Monday's statement by 
Mr Pavel Voshcbanov, press 
Russia’s Prestdent 


secretary to 

Boris ‘Yeltsin, that all borders 

between Russia and those 
did not sign 


mea, transferred from Russia 
by Mr Nikita Khrushchev, 
whan Roviet leader, is 1254. 
he other areas specified as 
open to question by Mr Veah- 


Israel yesterday and that 16 
countries were now in the pro- 
cess of establishing diplomatic 
relations with his country. 
However, Mr Gorbunov 


security forces (Omon) in Lat- 
via. 


He said it would require “a 
period of very hard work” to 
solve those difficulties, 

He said he had been assured 


chanov were the industrial 


population. ee? 

Mr Leonid Kravehuk, the 
Ukrainian leader, said on Tues 
day that the statement “sent 
reverberations ¢! 
republics. .. . terri 


ders until after the republic 
had held a referendum on 


Baltic states to seek up to 


by the new Soviet army com- 
Mand that the military would 
not interfere in Latvia's inter- 
nal affairs. “We have contro! of 
our own territory, unless the 
Soviet armed forces intervene,” 
he insisted. 


Latvia's parliament has 
voted for the disbandment of 
both the KGB and Omon in the 
country. But yesterday KGB 
negotiators were still insisting 
there was a need for them to 
stay in Latvia, and the head of 
the Omon insisted his men 


Not only is the HP LaserJet family a very gifted 
one, it’s a complete one to meet your every 
need. The latest addition is the HP LaserJet TIP. 


It puts LaserJet print quality where you want it 


- on your desk. Then there's the industry 
standard HP LaserJet II and its big brother 













December 1, designed to ratify 
its declaration of independence 
fast week, he said. 

“People here feet no political 
treaty should be signet! before 
the Ukraine has elected its 
president and adopted its own 
constitution,” said a foreign 

i: official. 


Mr Kravehuk's firm attitude 
was widely supported yester- 
day by the Rukh nationalist 
taovement, which called on its 
supporters to protest in front 
of the parliament building. 
Shouting “Independence}”, 
demonstrators carried banners 
reading “Ukraine is a sover- 


elgn country and not a Russian 
Province”. _ 

_ Mr Andrei Berezny, a univer- 
sity professor, amony the 
angry crowd, said: “The atti- 
tude towards Mr Yeltsin has 
changed dramatically over the 
Rast two days. People feel he is 
taking himself for one of Rus- 
sia‘s former tsars.” 

Russia and Ukraine are lin- 
guistically and ethnically ciose 
and have been governed as one 
for centuries. With Belorussia, 
which has also declared inde- 
pendence, the three make up 
the Slav core of the Soviet 
Union, 


$3bn from west 


would not be leaving either. 

Mr Gorbunov, however, 
pointed out that both the 
Soviet defence and interior 
ministries had promised to 
remove the KGB and Omon 
from Latvia in the immediate 
future. He refused to be drawn 
on what would happen if the 
Qmon stood firm in its bar- 
racks and refused to leave. But 
other Latvian officials said 
that force might be necessary 
as a last resort. 

A growing difficulty for Lat- 
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minute - HP LaserJet IDSi has no rival. 


Any of them will make your work look 


brilliant. 


HP LaserJet printers. the best. And with one 
year on-site warranty, there's no “probably” 


about it.” 


Cali our Customer Information Service on 
(0344) 369222 for more information. 


Gd packano 


THE POSSHHILITY MADE REALITY. 


via is the future of its nearly 49 
per cent non-Latvian popula- 
tion. Mr Gorbunov said that 
the citizenship issue would 
have to be “decided immedi. 
ately.” But be sought to offer 
reassurance that this would be 
resolved with “tolerance and 
democracy.” 


_ The Russian minority oppo- 
sition groups in the Latvian 
parliament are likely to insist 
that everybody in Latvia is 
treated equally. 
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DR Manmohan Singh, the 
Indian finance minister, yester- 
day ruled out privatisation of 
state owned banks which 
account for the bulk of depos- 
its in the country. 

“We have no intention of pri- 
vatising the existing national- 
ised banks,” he said. He specifi- 
cally denied that there would 
be any sale of shares in State 
Bank of India, the I. state- 
owned bank. A few s are 
already in private hands, and 
there had been market specula- 
tone in Bombay that a large 
s offer was in prospect. 

He left little doubt that India 
was still at odds with the inter- 
national Monetary Fund over 
the pace of reform in the finan- 
cial sector. The IMF and the 
World Bank have been urging 
the government to cut subsi- 
dised bank loans to priority 
sectors and to reduce statutory 
and cash reserve ratios as a 
means of improving their weak 
balance sheets. The reserve 
ratios require banks to place 63 
per cent of their deposits with 
the central bank. 

Dr Singh said that the gov- 
ernment'’s intention was to 
reduce its own borrowing from 
the banking sector by curbing 


the government's deficit. But 
of the statutory liquidity ratio, 
he said: “We have no plans to 
reduce it." He made clear that 
even after the banks had been 
restructured they would main- 
tain a “social role" in provid- 
ing subsidised interest rates to 
the underprivileged. 

In a further disclosure of the 
government's intentions he 
said he would quantify the gov- 
ernment's target for tariff 
reductions in the next budget 
in March. India has some of 
the highest tariff barriers in 
the world with an average 
weighted tariff of around 112 
per cent. 

The World Bank and the IMF 
have been been pressing the 
government to reduce these to 
25 to 40 per cent over three 
years. But although the gov- 
ernment bas accepted the prin- 
ciple of tariff reduction, it has 
so far declined to set a target 
or a date for cuts. 

On India's short term exter- 
nal liquidity problems, Dr 
Singh said: “We made a right 
beginning but we are still obvi- 
ously not out of the woods.” 

‘he government has pledged 
to undertake a programme of 
structural reforms. 


Genscher wants faster 
EC decision-making 


By David Goodhart in Bonn 


RECENT EVENTS have shown 
that the foreign policy deci- 
sion-making process of the 
European Community needs to 
be “drastically improved’, 
according to Mr Hans-Dietrich 
Genscher, the German foreign 
minister. 

In a newspaper interview 
published today, Mr Genscher 
makes a plea for majority vot- 
ing on foreign and security 
matters, and says it fs “an illu- 
sion” to imagine that in crisis 
situations the EC can act effec- 
tively while sticking to the 
principle of unanimity. 

Mr Genscher emphasised his 
wish to see an extension of the 
political, economic and social 
“stability zone of the EC” to 
the whole of Europe but also 
said the Conference on Secu- 
rity and Co-operation in 
Europe (CSCE) would have a 
more important role to play in 
future as a “European security 
council”. 

In the light of the failed coup 
in the Soviet Union, Mr Gen- 


scher called for a new disarma- 
ment initiative for short-range 
nuclear weapons and nuclear 
artillery. 

In a separate statement, Mr 
Genscher said EC countries 
must open their markets to 
central and eastern Europe. 
“Opening the borders would 
certainly have a negative effect 
on certain sectors in the EC — 

. Steel and textiles — 
but it must be done to avoid 
far greater problems in the 
countries effected,” he said. 

The German cabinet yester- 
day officially re-opened diplo- 
matic relations with the three 
Baltic states of Estonia, Latvia 
and Lithuania. Official recogni- 
tion was not required as the 
Federal Republic never 
accepted their absorption into 
the Soviet Union. 

However, Mr Vytautas 
Landsbergis, the Lithuanian 
President, yesterday aera 
Germany for recognising Baltic 
independence only after Russia 
had already opened the way. 


Banks seek easing of tax 


GERMAN banks are pressing 
the Finance Ministry to take 
three-quarters of investment 
neon tax payers out of the 


net. 

The ministry is drafting leg- 
islation following a constitu- 
tional court ruling in June 
which declared the present sys- 
tem of voluntary investment 
income declaration inequitable 
because at Jeast half the poten- 
tial taxpayers were failing to 


pay up. 

The court ruling puts the 
government in a quandary, as 
most measures to comply risk 
provoking a flight of capital 
that could jeopardise the unifi- 
cation funding process, 

The Federal Association of 
German Banks favours a solu- 
tion that raises dramatically 


the tax-free allowance for 
smualler savers, but at the same 
time leaves intact the much- 
prized German banking 
secrecy laws. Investment 
incomes in excess of a new 
generous ceiling would face an 
initial levy of 20 to 25 per cent 
at source, paying the balance 
at their marginal rate with 
their annual income tax sub- 
missions. 

Investors can currently earn 
DM600 ($342) a year (DM1,200 
for married couples) without 
tax liability. The association 
says that if the allowances 
were raised to DM5,000 and if 
long-term pension plans were 
exempted, that would remove 
three quarters of all domestic 
investors from the investment 
income tax net altogether. 


Annual inflation rate dips 


WEST GERMANY'S annual 
inflation rate, about which the 
Bundesbank has shown 
marked concern in the past 
few weeks, eased in August to 


- 4.1 per cent from 4.4 per cent in 


July, the Federal Statistics 
Office said, Andrew Fisher 
writes from Frankfurt. 

The reduction stemmed 
mainly from jJower prices of 
some seasonal foods and 
cheaper heating oil. The figure, 
based on provisional returns 
from four large states - Bav- 


aria, Hesse, North Rhine-West- 
phalia, and Baden-Warttem- 
berg — is still above levels that 
the Bundesbank has indicated 
it would find acceptable. 
@ Consumer prices in the 
European Community rose an 
average 0.5 per cent in July 
after 0.4 per cent in June, for a 
year-on-year rate of 5.3 per 
cent compared with 5.1 per 
cent in the year to June, 
according to Eurostat, the EC 
statistics office, Reuter reports 
from Luxembourg. 


Andrew Taylor reports on plans for a transpo 


HE spectacle of heavy 

lorries grinding through 

picturesque villages on 
the shore of Europe's higgest 
freshwater lake in southern 
Hungary demonstrates the 
huge problems facing eastern 
Europe as it struggles to raise 
the money to rebuild inade- 
quate roads. 

The E71 road which runs for 
80km along the southern shore 
of Balaton Lake is an impor- 
tant trade route connecting 
northern Yugoslavia and the 
port of Trieste in northern 
Italy with Budapest, the Hun- 
garian capi 

The region is very beautiful. 
Thousands of tourists visit, 
many by car, competing with 
lorries for road space and 
adding to environmental prob- 
lems. The only motorway sec- 
tion runs for 90km northwards 
from the lake to Budapest. 

The Hungarian government, 
in an attempt to raise money 
to build new motorways, is 
planning to invite interna- 
tional companies to bid for 
concessions to finance, build 
and operate up to 500km of 
new toll roads. This could 
include a motorway from Lake 
Balaton to the Yugoslav bor- 

er. 

Similar moves may be expec- 
ted from other eastern Euro- 
pean countries which lack the 
finance to build their own 
roads. 


Invitations to tender for the 
first of Hungary’s private toll 
motorways are to be advertised 
next month in the official jour- 
nal of the European Commis- 
sion. 

European and US companies 
which have been advising the 
Hungarian government and 
may be among the bidders 
include Italstat, Italy and 


INTERNATIONAL NEWS 
India rules out|Hungary seeks foreign cash for toll roads 


privatisation 
of state banks 


By David Housego and Alexander Nicoll in New Delhi 


Europe's biggest toll road oper- 
ator, Transroute, which repre- 
sents a number of French toll 
road companies; and Bechtel, 
the US engineering group. 

The motorway, the Hungar- 
ian MI, will connect Budapest 
to the Austrian and Czechoslo- 
vak borders. It is expected to 
cost Forint 11.8bn ($168m) to 
build - rising to $336m after 





Other motorways in the 
Hungarian road programme 
which could be be financed pri- 
vately include the M7, to 
bypass holiday towns along 
Lake Balaton; the M5 which 


will travel south-east towards 
borders with Yugoslavia and 
Romania; and the M3 which 
will open up the eastern 
regions of Hungary towards 
the Soviet Union. 

The aim is to prevent roads 
becoming clogged as car own- 
ership rises and trade between 
western and eastern European 

Hungary's position at the 
heart of Europe bordered by 
Austria, Czechoslovakia, Yugo- 
slavia, Romania and the Soviet 
Union puts it at the crossroads 
of international trade routes. 
Many of the container lorries 
which pass through the coun- 
try will begin and finish their 
journey outside its borders. 

The motorway which will 
pass Lake Balaton is expected 
to become a small chain in a 
network from the Black Sea to 
the Baltic, linking Yugoslavia, 
Italy, Greece and Turkey in 
southern Europe through the 
former eastern bloc countries 
of Hungary, Romania, Bulgaria 
and Romania to the port of 
Gdansk in northern Poland 
and eastwards to the Soviet 
Union. 

Plans for a Trans-European 
North-South Motorway (TEM) 
were proposed in 1977 by Eco- 
nomic Commission for Europe, 
part of the United Nations 
organisation. So far only 
2,000km have been constructed 
of the 10,000km proposed. 

A further 4,200km are at var- 
ious stages of design and devel- 
opment, says the commission. 

Mr Alastair Dick, a British 
transport consultant advising 
the Hungarian government, 
says: “The need for new roads 
will become more pressing as 
economies expand. Road trans- 
port is more flexible, and will 
achieve results more quickly 
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rt revolution in the heart of Europe. 





and is not to 

2 profit for the cext 10 years, 
according to Mr Heinz Darr, 
the management board 
chairman of the west Ger- 
man Bundesbahn, Reuter 
reports from Bonn. Mr Darr, 
who recently took charge of 
the eastern system, told Ger- 
man radio the amount did 
not include the cost of cut- 
ting Reichsbahn jobs from 
the current 200,000. 





than if similar sums were 
invested in railways.” 

Railways, which previously 
carried the’ bulk of traffic in 
eastern Europe, will require 
substantial changes if they are 
to be modernised and inte- 
grated with western European 
railway systems, according to 
Mr Dick. 

The problem facing the Hun- 
garians and any other eastern 
European country trying to 
raise private road finance will 
be to set tolls high enough to 
satisfy peer lenders 
but without ising emerg- 
ing businesses in the domestic 
economy. : 

Lenders, which could include 
the newly formed European 
Bank of Reconstruction and 
Development and the Euro- 
pean Investment Bank, may 
also wish to see financial guar- 
antees from Budapest. 

This could include the gov- 
ernment taking a stake in the 
concessionaires. It might also 
provide financial assistance to 
encourage lower tolls. Foreign 
vehicles might be encouraged 
to pay tolls in their own cur- 
rency while domestic users 
would pay in forints. 





BA hits snag 
over German 


air service 
By Leslie Colitt in Berlin 


BRITISH AIRWAYS and a 
group of German banks have 

it serious delay in their 
attempt to set up a successor 
airline to BA's internal Ger- 
man service. 

Talks between BA and OTV, 
port ‘union, over lower waged 

in, over Tr wages 
and reduced staff for the new 
airline, Deutsche BA, have 
been “frustrated”, Mr Paul 
Giblin, BA’s area manager for 
Germany, said yesterday. BA 
will own 49 per cent of the new 
airline. The investment arms 
of Commerzbank, Bayerische 
Vereinsbank and Berliner 
Bank will hold the majority 
stake, for it to qualify as a Ger- 
man airline. 

The delay will force BA to 
cut its German service another 
10 per cent next winter, after a 
20 per cent cut this year. 
Because of German unification, 
foreign airlines must wind 
down their internal German 
flights by 20 per cent 2 year, up 
to 1993, By that time, though, 
BA would have to give up a 
large portion of its slots — 
take-offs and landings - at 
German airports which are 
equivalent to market share. 

Mr Giblin stressed BA and 
its German partners were seek- 
ing a lower-cost structure for 
the new airline amounting to 
“significant cuts” in pay and 
cabin crews - difficult under 
German law as companies 
forming a new group must 
agree with the unions on how 
Many employees are to be 
transfered to the new opera- 
tion. Both sides had given 
ground, but the union was 
resisting further concessions, 
he said. New talks were sched- 
uled for September 11 but 
agreement was stili a jong way 
off. The differences centre on 
wages and working conditions 
which affect staff levels. 

BA said it would close sev- 
eral of its German routes flown 
with turbo-prop aircraft in the 
coming winter, in reaction to 
the 10 per cent cut in slots and 
a German demand that all tur- 
bo-prop airliners be moved 
from Tegel Airport, Berlin, to 
Tempelhof Airport. This would 
have involved a costly split of 
operations. But routes closed 
were the smaller ones. 


Serbia keeps iron grip on the media 


By Laura Silber in Belgrade 


WHEN Yugoslav federal army 
jets bombed the Croatian city 
of Vukovar earlier this week, 
the Serbian state-controlled 
media triumphantly 
announced that Vukovar was 


This cynical description fol- 
lowed intense violence. Thirty 
people were reported killed 
when the city was captured. 
Film from the two-day attack 
showed it in ruins. But those 
shots were not broadcast on 
Belgrade TV. Except for a 
handful of Belgrade-based 
opposition programmes, 
Serbia's ruling Socialists (SPS) 
keep an iron grip on radio and 
TV. “They use half-truths to 


control and manipulate public 
opinion,” Mr Zoran Djindjic of 
the opposition Democratic 


says. 

In an attempt to mask 
Serbia's isolation, Belgrade 
Television on Tuesday claimed 
a visit of three Britons was an 
official delegation. In fact, the 
three — the Duke of Somerset, 
Mr Henry Bellingham, a Con- 
servative MP, and Mr John 
Kennedy, a prospective Conser- 
vative - were on a 
private visit as guests of the 

government. 

The “official visit” was the 
first item on Tuesday's evening 
news, before the battle scenes 
from Croatia, and half an hour 


betoee the msed ot gers tet re 

El ‘sed 

republics. Extended nightly 

broadcasts include excerpts 

from the foreign press so 

torted it appears the west sup- 
rts Serl 


pol 
“I do not believe anything on 
Belgrade Television, even the 
subtitles on foreign films,” Mrs 
Jelka Drazenovic, a Belgrade 
journalist, told a hall packed in 
protest at the crackdown on 
the already-repressed media. 
“The SPS behaves as if it is the 
ideok occupier of Serbia,” 
says Mr Djindjic. In March, the 
sition protested against 

e Socialists’ hold over the 
media. The protests, which left 


two dead, led to the sackings of 
media chiefs. 

But after a brief respite, Bel- 
grade Television reverted to its 
old politics, in an attempt to 
shelter Serbia from the change 
which has swept the Soviet 
Union. The government of 
Serbia, under President Slobo- 
dan Milosevic, last week 
purged the media. Eleven edi- 
tors were sacked and most 
remaining ones resigned in 
protest. The new media 
excel in the art of propaganda. 
Mr Vojislav Micovic, the new 
director of Belgrade Radio, 
received his doctorate in the 
communist ideology of special 
media wars. 
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Commuters wait to board extra buses yesterday morning on Lexington Avenue which was closed to all other traffic 
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SUBWAY CRASH BRINGS HAVOC TO MANHATTAN 


NEW YORKERS battled 
locked streets and 


havoc with 


dents were loath to blame the transit 
authority for the crash, Karen Zagor 


reports from New York. 


A train jomped the tracks as it was 
crossing from express to local lines 
shortly after midnight, killing six people 


and injuring 178. 


As local and national investigators 
started sifting through the rubble yester- 
day, the cause of the accident was far 
from clear. Some passengers said they 


grid- Pavements yester- 
day to get to work after one of the worst 
accidents on the city’s subway ree 


through 
was going too fast 


Transit 


who 
home. Investi 


heard an explosion, others said the train 


stations and then crashed. 

police found a vial of “crack” 
resi- cocaine in the cabin of the train driver, 
and was later found at 


vestigators i 
try to find out why the train’s automatic 
shut-off system failed. 

In spite of the grime in many subway 
stations, the New York subway system is 
remarkably safe. About rs tains derail 
each year, there are few if any inju- 
Ties and this is the first serious derail- 
ment since December 1988, when 15 peo- 
ple were injured when a crowded train 


before it passed two 


will almost certainly 


ment, 


employees. 


jamped the tracks. 

Mr Gene Russianoff, 2 staff lawyer with 
the Straphangers Campaign, a consumer 
advocacy group, said: “Given the age of 
the system in general it has a very good 
safety record. Things could be improved, 
but safety is a priority.” 

Transit authorities said the Lexington 
Avenue line on which the crash happen 
had been overhanled in the last three 
four years. 
The discovery of a crack vial may lead 
renewed calls ne drug-testing for transit 
i passengers, m1 and 
robbery is more of a worry pag dre 


s sf 





Government success gives hope to Singapore’s opposition 


The ruling party is bound to win Saturday’s election, but the other parties can take some comfort. Kevin Brown reports 


INGAPORE'S 1.7m voters go to 
the polls on Saturday knowing 
that the People's Action party 


dence. 


months ago to replace Mr Lee Kuan 
Yew, prime minister since indepen- 


nomination day 


has raised hopes in 
the two main opposition parties that 
a breakthrough may be imminent. 


to contest the 


Mr J5 Jayaretnam, leader of the 
centre-left Workers party. is unable 
because he i 


allow people to see more of women’s 
bodies by bringing in R-rated 
[restricted] films,” says Mr Jayaret- 


way. “Singapore is facing the same 

kind of problem as other countries 

which have 2 strong one-party 
Chiam. 





(PAP), which has governed their 
island state since independence in 
1965, will be in power for at least 
another five years. 

The government has already won 
the election because the divided 
opposition parties were able to field 
candidates for only 40 seats — giving 
the PAP an automatic majority in 
the Si-seat parliament. 

The opposition slate looks Uke a 
retreat from the last election in 1988, 
when candidates stood against the 
PAP in 70 seats and won one. Para- 
doxically, nomever the weakness of 
the opposition parties may presen 
them with their best prospects for 


years. ¥ 

Mr Goh Chok Tong, the prime 
minister, called the election two 
years early in search of electoral 
approval for his appointment nine 


Mr Goh has affected a more 
relaxed style than the robust Mr Lee, 
and has sought to demonstrate a 
more liberal approach by relaxing 
film censorship laws and proposing 
subsidies for education and medical 
care. 


is aim is to reverse a down- 

ward trend in the PAP vote, 

which fell from 77 per cent 
in 1981 to 63 per cent in 1988. Success 
would strengthen his position, but 
failure could provoke a further gov- 
ernment shake-up by Mr Lee. who 
remains party secretary-general and 
a senior cabinet minister. 

The announcement of the election 
caught the opposition parties unpre- 
pared. Most have not even published 
a manifesto for the 10-day campaign. 
But the government's victory on 


“We accept that the people of 
Singapore want the PAP to remain 
in power. But they already know 
that the PAP will form the next gov- 
ernment, so people are free ta vote 
for the opposition without fearing 
that they will be rejecting the PAP,” 
says Mr Chiam See Tong, leader of 
the centrist Singapore Democratic 
party, and the sole opposition MP 
elected in 1988. 

“We believe people want to see a 
strong opposition in parliament 
which is capable of keeping a check 
on the government. The PAP has a 
track record of governing Singapore 
without corruption and with some 
economic success. But the grouse of 
the people against the PAP is that it 
is too authoritarian and there is no 
remedy for harsh policies inflicted 
on individuals.” 


election is 
banned from parliament until later 
this year following a ore for 


party 

But he also thinks the govern- 
seat Ea age ee i 
oppositi ‘ it the 
Singapore people want the PAP to 
continue in government forever,” he 
says. “I think there is a growing 
proportion of people ae want a 
change of government, although it 
has not yet reached the level where 
we are threatening the government." 

Both opposition leaders dismiss 
Mr Goh’s claims to have liberalised 


nam. 
Political analysts say there is no 
Teason to believe voters are any 
more ready to accept the need for 
strong parliamentary opposition 
than in 1988, especially since neither 
Mr Jayaretnam nor Mr Francis 
Seow, a charismatic former SDP 
leader, are standing this time. 


evertheless. the PAP has 

been sufficiently rattled by 

the opposition strategy to 
accuse some popular candidates of 
promoting or condoning tension 
between Singapore's Chinese major- 
ity and the Malay and Indian minori- 
ties. 


The opposition, which Salus the 
government is scarem i 
this kind of campaignin; ing emacks of 
a party which is beginning to lose its 


State,” says Mr 

“On the one hand they realise that 
they have to liberalise, but they also 
know that if they go too far they will 
lose political power. That is the 
dilemma the faces.” 


Industrial | 
recovery 
‘will be slow’ 
in Sweden 


By John Burton in 
Stockholm 


wedish Federation of 
ee gloomy ‘fore. 
cast before general elections on 
September 15, yesterday pre- 
ited 1 


Industries, in a 


industrial output would 
not recover to its 1989 peak 
until the end of the century. - 

Industrial production will 
fall by 6 per cent this year and 
3 per cent in 1992, returning to 
level before the 1982 devalua- 
tion, which marked the start 
for an economic boom during 
the 1980s. 

The Swedish economy will 
continue to contract, with 
gross national product falling 
by 15 per cent this year and 0.9 
per cent in 1992 as it starts to 
level out during the second 
half. But the recovery thereaf- 
ter will be long and difficult. 

Unemployment will rise to 6 


per cent by the end of 1992, 


according to the federation, 
which has been criticised by 
the Social Democratic govern- 


ment for being too pessimistic. 


in its economic prognoses. 
_.Mr Ola Virin, the federa- 
tion’s chief economist, said 
Sweden was threatened with 
gradual deindustrialisation, 
which would result in declin- 
ing exports and a long-term 
trade balance deficit rather 
than the surpius the country 
now enjoys. : Z 

He noted that industry's 
share of GNP had fallen below 
20 per cent in 1990, the first 
time since the beginning of the 

The federation conceded that 
inflation had been brought 
under controL 


Hong Kong 
inflation _ 
edges up 


By Angus Foster 
in Hong Kong 


HONG KONG'S inflation rate, 
which many businessmen now 
call their main “headache, 
edged up again last month to 
12.6 per cent from 12.3 per cent 
in June. 

The increase was mainly due 
to higher food prices in the 
wake of China's floods. The 
rise comes less than a week 
after the HK government 
raised its inflation forecast for 
the year by 1 percentage point 
to 12 percent. - 

The government said yester- 
day's increase is temporary, 
and claims inflation is on a 
downward trend, compared to 
April's peak of. 13.9 per cent: It 
hopes for a s i fall in 
inflation Jater in the year. 

But businessmen fear that 
high inflation, coupled with a 
low unemployment rate and 
rising wage demands, is under- 
mining competitiveness. The 
problem is urgent, they say 
because inflation is expected to 
rise again as spending gets 
under way from 1993 on Hong 
Kong’s new airport, 

Inflation has also become an 
issue for Hong Kong’s first 
direct elections next month, 
when popularly-elected politi- 
cians will for the first time 
have 18 out of 60 seats in the 
colony's ruling Legislative 
Council. 


A package of anti-inflation- 
ary measures introduced by 
the government in May has 
been dismissed as stop-gap 
measures. Plans to widen the 
tax base by introducing a sales, 
or consumption, tax have also 
been strongly criticised as 
inflationary. 


Inflation also appears partly 
to blame for speculation in the 
Property market. Property 
Prices have risen sharply this 
year, sometimes by over 20 per 
cent. With inflation so high, 
investing in property is one of 
the few ways to protect capital. 


Cambodian peace 
talks bog down 


Cambodian peace talks bogged 
down yesterday on the Phnom 
Penh government's renewed 
insistence that guarantees 
against “genocide” be included 
in a draft peace accord, Reuter 
reports from Pattaya, Thai- 
land. Radical é 


guerrillas objected to the con- 

tentious word alluding to their 

group's 1975-79 rule. es 
Phnom Penh, which earlier 


said it had dropped the issue, . 


Wanted the reference to geno- 
cide as a measure “to prevent 
dangerous accidents", not 
recall the past, Prince Noro- 
dom Sihanouk, chairman. of 
the Supreme National Council 
(SNC), said, pets 


China aids Burma 
China has pledged modest 
development aid to Burma, the 
first it has received from a for: 
sign government since the mil- 
itary leadership. took - power 
nearly three years ago, ‘Chit 
Tun reports from Raz : 


This follows a visit-to China 
by Gen Saw Maung, chairman 
of Burma’s State Law-and 
Order Restoration Council, the 
amy grouping which ruxs the 
country. Most western donors 
suspended their aid when th 
council took over. 2s 
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Israel seeks $10bn loan 
guarantees from US 


By Hugh Camegy in Jerusalem 


ISRAEL ig 
next Work tas tear [ser 
for US tees 


government guararit 
to back borrowing of $10bn 
to fund Soviet Jewish 


The Israeli government, 


is expected to cost in the first 
half of the decade. The guaran- 
tees would allow Israel to bor- 
Tow at more favourable rates 
than otherwise. 

The government has also 
approached several European 
countries, notably Germany, 
with requests for similar finan- 
celal tarice. 


Israeli peace efforts. It has 
been angered by Israel's con- 
tinued deflance of US calls ta 
stop building Jewish settle- 
ments in the occupied territo- 
ries while simultaneously call- 
ing for more aid, 

The israelis are hoping tradi- 
thonally strong political back- 


ing in Congress will ensure the 
loan guarantees go through. 
But they are worried that both 
the administration and Con- 
gress might attach strings. 
ane lntest: concer ig over 
what propo guaran- 
tees the en will set 
aside udget against an 
Israeli default. Although the 
guarantees do not involve pay- 
ment of US nt 
provi- 


suggest 
as high as 8 per cent of the 
value of the guarantees, about 
four times what Israel says is 
sufficient. Such a high “scor- 
ing” would mean a higher cost 
taxpayers, making congres- 
sional resistance more likely. 





King Hussein in London visit 


By Mark Nichoteon 


KING Hussein of Jordan 
arrived in London yesterday 
and is to hold talks 


mechanics of a Middle East 
conference. 
However, British officials 


N Korean 
GNP shows 
first fall 


NORTH KOREA'S economy 

shrank for the first time in 

1990, by 3.75 cent, and is 

ilkely to suffer this year, a 

South Korean government 

report said yesterday, AP-DJ 
from Seoul 


he National Unification 
Board, which handles inter- 
Korea affairs, said North 
Korea's national product 
was estimated at $23.1bn in 
1990, down from $24bn in 1989. 
GNP measures the total output 
of a nation’s goods and ser- 
vices, 
The north’s per capita 
income also declined, to $1,064 
io iow from $1,123 a year ear- 


The re blamed the set- 
back on productivity, out- 
dated facilities, power shortage 
and sluggish trade. The north's 
trade stood at §4.64bn in 1990, 
down 4 per cant from 1989. 

North Korea's 1990 trade def- 
iclt was $600m but Its total 
external debts rose to $7.86bn 
from $6.78bn previously. 


said that no meeting had so far 
been arranged. 

Jordan has offered to form a 
joint delegation with the PLO 
for a peace conference. The 
Palestinians are deferring a 
decision on this until a meet- 
ing next month of the Pales- 
tine National Council, the 
organisation's supreme policy- 


Mr Tahir al-Masri, Jordan's 
Palestinian-born prime minis- 
ter, who is due to join King 
Hussein in London this week, 
said yesterday that a commit- 
tee had been formed in Amman 


at @ peace confer- 
ence.However, Mr Yitzhak Sha- 
mir, Israell premier, said yes- 
terday during a visit to 
Bulgaria he belteved a confer- 
ence could proceed without 
any Palestinian representation. 





King Hussein: keen to 
meet Douglas Hurd 


Japanese police arrest 
four over arms exports 


POLICE investigating a 


group's top executives, writes 
Cae eed hs be 
are 
laid soon in the cane which 
concerns components si 
during the Iran-iraq rg by 
Japan Aviation Industry Elec- 
tronics Company, a maker of 
tion systems and a 


the Japanese government 


which has a long-standing ban 


Mr Yukio Kaito, the company’s 
former president, two directors 
and the ae Lor the company’s 
aerospace ele: ic equipment 
department. Police sald | the 
Components were supp 

Iran via Aero Systems Pte, a 
Singapore subsi of Aero 
Systems Inc, an aerospace 
sales company based in Fio- 
Tida. The sales involved 1,500 
flywheels worth Y35m 
($255,000) and took place in 
1988 and 1989. 


The men are alleged to have 
infringed Japan's foreign 
exchange and trade Jaws by 
falsely labelling the goods. 


EC reconsiders photocopier duties 


THE European Community 
could drop or cut anti-dumping 
eee pbotioopions te 67, an 
nese rs in , an 
EC cfficlal 

from Brussels. 
hit by 20 per cent dutles 


include Canon, Sharp, Fuji 
Electric, Matsushita Electric 
industrial, Minolta Camera, 
Ricoh, and Sanyo Electric. 
Unless companies have a 
Strong case for duties to continue, 


Gadaffi 
turns his 
pipedream 
into reality 


more. 

But Mr Angus Henley, who 
monitors Libyan affairs for the 
London-based Middle East 
nomic Digest, noted that for 
85bn the Libyans could have 
built up to five desalination 
plants producing nearly 4m 
litres of water a day each. 

The pipeline was “Gadaffi's 


of what i even aie ien 
embargo ve 

have heightened the Libyan 
leader's drive to make his 
nation self-sufficient in food 
and strategic industries. 

But even with the pipeline, 
food self-sufficiency seems 
impossible in a country where 
food accounts for 20 per cent 
of all imports, where less than 
20 per cent of the 
hare only 1 pro 
wi .4 per cent 
land is arable. 

‘The first phase of the 
is designed to satisfy the 
cea a Se, se 
with agricultural needs. Bu! 
Libyan officials have said 
about 80 per cent of the water 
will be used to irrigate old 
farms and on efforts to reclaim 
the desert. 

Roughly 80 per cent of the 
country’s tural produc- 
tion is in the coastal 
However, water in coastal 
aquifers is becoming more 
saline and levels are not being 
replenished quickly enough. 





Africa ‘faces an unrelenting crisis’ 


By Michael Holman, Africa Editor 


AFRICA faces “an unrelenting 
crisis of tragic proportions” 
without substantial extra sup- 
port for the continent's eco- 
a reforms, Mr Javier Pérez 
de Cuéllar, UN  sec- 
retary-general, warned yester- 


momic and social condi- 
tions “actually worsened” over 
the past five years. des vite @ 
recovery programme 
by the UN in 1986, Mi: Pérez de 
Cuéllar says in 2 foreword to a 
34-page report to be debated at 
the UN during a two-week ses- 
sion starting next Tuesday. 
Only a global between the 
international community 
pledged to increase assistance, 
and African states committed 
to continued implementation 
of economic reforms, will over- 
come “the greatest develop- 


go unchallenged. Recent 
assessments by the World 
Bank, the leading supporter of 
structural adjustment in 
Africa, see signs of recovery in 
these countries implementing 
veform programmes. Western 
governments may ask why the 
report makes only passing ref- 
erence to high military nd- 
ing in Africa, and says little 
about linkage between 
government” and aid levels, a 
concept playing an increas- 
ingly important part in the 
west's development strategy. 

The report, critical of what it 
sees a3 an inadequate western 
response to the African devel- 
opment strategy drawn up at 
the 1986 UN special session, 
seeks at least $30bn in net offi- 
cial development assistance 
(ODA) in 1992, in addition to 
external debt relief. It urges an 
extra 4 per cent ODA a year 
until the year 2000 to sustain 
an annual 6 per cent growth 
over that period in sub-Saha- 
ran Africa. 

According to the report, real 
net resource flows to Africa fell 
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Mr Javier Perez de Cuellar said yesterday he would not seek 
a new term as United Nations secretary-general, Reuter 


reports from Geneva. 


His successor will be chosen during the UN General 
Assembly starting on September 17, but no clear front-run- 
uer has emerged. He succeeded Austria’s Kurt Waldheim in 
January 1982 to become the world organisation's fifth chief. 

He has often sald he would not stand for ancther term but 
diplomats in New York and Geneva think he might still run 
for at least part of a third term. 





between 1986 and 1987. Mea- 
sured in 1986 prices and 
exchange rates, net flows fell 
from $24.6bn to $23.3bn. The 6 
per cent growth target, the 
report notes, would double per 
capita income in sub-Saharan 
Africa, currently about $350, by 
the year 2015, 

The UN study paints an 
almost unremittingly bleak 
picture of economic develop- 
ments in Africa since 1936. 
Real GDP grew by an average 
2.3 per cent during 1986-90. 
“Drought, political instability, 
civil strife, military conflicts 
and, often, less than effective 
policies to mobilise and utilise 
domestic resources continued 
to be the cause and conse- 
quence of the poor economic 
performance of most coun- 
tries.” The problems were exac- 
erbated by reduced export 
prices and higher import costs, 





and a “crippling” debt-servic- 
ing burden coupled with 
“entirely inadequate net 
resource flows". 

Insecurity caused “a tremen- 
dous amount of capital flight", 
nearly $30bn for 1986-90, the 
report estimates. Africa's exter- 
nal debt rose from $212.2bn in 
1986 to SZ71.9bn in 1990, with 
sub-Saharan African debt 
increasing from $103.6bn to 
$147.9bn over the period. “It is 
simpiy not possible for African 
countries to develop” under 
the burden of servicing this 
debt, the report says. A 

It proposes cancelling official 
bilateral debt, including export 
credits, and reducing debt 
owed to multilateral institu- 
tions, which accounts for 
nearly 40 per cent of sub-Saha- 
ran Africa's debt servicing obli- 
gations. 5 

Many African countries have 


taken steps to curb population 
growth, but the continent's 
population growth of 3.1 per 
cent a year outstripped 
increases in food production. 
By 1989, “the value of food 
imports purchased was more 
or less at its 1981 level”. 
Between 1986 and 1990, African 
agricultural production grew 3 
per cent a year, but on a per 
capita basis, “Africa recorded 
an annual decline of 1.7 per 
cent over the period”. 

In calling for new efforts to 
stabllise commodity prices, 
especially coffee and cocoa, 
and improved access to inter- 
national markets, the report 
points out that the continent's 
terms of trade declined mark- 
edly since 1986. “While the vol- 
ume index of exports increased 
by 75 cent, the unit value 
index ed 23.2 points.” At 
the same time, the unit value 
of Africa's imports rose nearly 
a per cert More bleak statis- 

Pepper the report. 

The under-five mortality rate 
is 182 per 1,000, the world's 
highest. Africa's brain drain 
continues, with 50,000-80,000 
middle- and high-level manag- 
ers thought to have emigrated 
over the five years. Intra-Afri- 
can trade “remained inal” 
at about 6 per cent of total 
African trade. Afforestation is 
replacing, on average, less 
than 7 per cent of trees felled. 
Those Living in absolute pov- 
erty have risen from 270m in 
1986 to 335m in 1990, “repre- 
senting 52 per cent of the Afri- 
can population.” 

‘The report proposes the cre- 
ation, under the UN aegis, of 2 
committee equally comprised 
of African and non-African 
members, to oversee “a new 
compact for African develop- 
ment in the 1990s”. Failure of 
such a compact, warns the 
report, would see Africa “con- 
tinue in stagnation and 
despair, with repercussions for 
the entire world”. 
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Ment access to banks throughout Europe. 
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Curagao Depositary Receipts 
of ordinary shares 
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NORTH AMERICA 


The FT proposes to publish this survey on 
October 15, 1991 
This survey will be read by 54% of CEO's in Europe's 
largest 2000 companies 
(Source: Chief Executives in Europe Survey 1990) 
and 55% of international financial managers in Europe 
responsible for intemational direct investment. 
(Source; Intemational Financial Managers in Europe 
Survey 1990). 
if you want to reach this important audience, call: 


Penny Scott 


ial year ending 4 
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Japanese tax, on the coupon no. 14 of the depositary receipts 2s follows; 
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5114.80 per CDR of 100 depositary shares of SQ oct. shares. 
Residents of counties which have concladed a with Japan, 
only afterwards, claim a 5% refund in Japan. oe oy 
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LONDON to The Sumitomo Bank Lid, Temple Court, 
11 Queen Victoria Street, London EC4N 4TA, 
HAMBURG t Bank Mees & Hope NV, Pelzerstrasse 2, D-2000 
Hamburg 1. 
on (212) 752-4500 PARIS to Banque de [Union Exropéeane, 
or fax (212) 319-0704 NEW YORK, £5 Morgen Conny Than Chnspaay of lew York: . 
or Aan to eel Suber New York N.Y. 10015. 
AMSTERD. to Mees ‘. 
a Fairfax Hope Herengracht 548, 


on (071)873-4167 


Amsterdam, 
or fax (071)873-3078 22nd August, 1991 


BANK MEES & HOPE NV 


SUBSCRIBE TO THE FT TODAY. 


Contact Gill Hart 
in Frankfurt 


Phone: + 49 69 7598101 
Fax: + 4969722677 


LFERANSIAL TIMES" 


mye 8 








a pipe he 





' 
€ 
¢ 
€ 
T 
t 
t 


~ 


SaRRIGRARwe Prop yanno na 


ECONOMY 


Slow, hesitant recovery 
is predicted by institute 


By Rachel Johnson, Economics Staff 


THE UK RECESSION appears 
to tailing off into a slow and 
hesitant recovery, according to 
an independent think-tank. 

However, the National insti- 
tute of Economic and Social 
Research is cautious about the 
extent. strength and timing of 
the eventual upturn. 

If one comes at ali, the turn- 
ing point in the cycle will be in 
the second quarter of next 
year, the institute predicts in 
its latest review of the domes- 
tic economy. 

“A rapid recovery next year 
is quite possible, but so is a 
year of no growth at all,” it 
says, in one of its characteristi- 
eally-downbeat quarterly 
appraisals of the economy. 

Its review supports last 
week's forecast from the Con- 
federation of British Industry, 
which claimed that a statistical 
upturo was due later this year, 
and the Bank of England's con- 
clusion that the economy was 
“bumping along the bottom.” It 


warms, however, that the mar- 
gin of forecasting error is 
widest as the economy moves 
out of recession. 

With German interest rates 
not much lower than UK rates 
- which have dropped 4 per- 
centage, points since Britain 
joined the European exchange 
rate mechanism — there Is lit- 
tle room for more cuts. 

With the recesaion now not 
expected to intensify, the insti- 
tute expects just a one point 
reduction in interest rates next 
year, even though “the after- 
math of the recession will be 
with us for most of next year." 

Although output will be ris- 
ing — by 1.7 per cent next 
year, after a 2 per cent fall this 
year — so will unemployment, 
to 2.8m by the fourth quarter. 

The institute also agrees 
with the CBI that an overall 
rise in gross domestic product 
next year - bringing the reces- 
sion to a technical end - will 
not prevent trading conditions 


worsening in many sectors. 

“Bankruptcies, repossession 
and bad debts will remain at 
very high levels,” it says. 
Industries with good export 

ities will return to rel- 
ative prosperity, but those 
dependent on building or fixed 
investment will see conditions 
worsen. 

In the medium term, there 
will be a reduction in the infla- 
tion rate to about 4 per cent. 
Over the next few years, bow- 
ever, UK inflation will have to 
undercut Germany’s for com- 
petitive reasons, requiring a 
UK unemployment rate a 
“good deal higher than Ger- 
many's for the foreseeable 
future.” 

It also envisages a return to 
large-scale public-sector bor- 
rowing as taxation revenues 
lag behind company profits 
and benefit payments escalate 
with unemployment. 

Editorial comment, Page 12; 
Lex, Page 14 


Policy advice could avoid errors 


By Rachel Johnson 


THE BOOM of the late 1980s 
and recession of the early 1990s 
have undermined the govern: 
ment’s case [or retaining an 
independent economic policy, 
according to the National Insti- 
tute Economic Review. 

In an analysis of the causes 
of the current recession and 
the chances of breaking the 
boom-bust cycle, the institute 
suggests an advisory council of 
economic experts to help the 
government avoid repeating 
the errors of the past 10 years. 

it acknowledges that govern- 
ments would be tempted to 
pack such a body with sym- 
pathisers, but argues that it 
could help the UK achieve sta- 
ble grawth before it ceded 
monetary and fiscal authority 
to Europe. 

The analysis argues that the 


1980s boom was not simply a 
consequence of the excessive 
lending which followed deregu- 
lation, which started in 1979 
with the abolition of foreign 
exchange controls. 

This recession should turn 
aut to be less severe than the 
1974-1975 and 1980-1981 reces- 
sions - starting as it did with 
lower inflation and a higher 
level of unemployment than 
the previous two — but it bas 
had an unprecedented impact 
in terms of insolvencies, bank- 
Tuptcies and repossessions of 
mortgaged properties. 

High levels of borrowing and 
the ensuing boom were “acti- 
vated by over-optimism about 
the economy's performance”. 
In the second half of the 1980s 
the borrowing requirement of 
industrial and commercial 


companies and the personal 
sector rose sharply. 

Company borrowing rose to 
81 per cent of income in 1989, 
from just 10 per cent in 1985. 
Personal sector borrowing rose 
to 9 per cent of income in 1987 
from 5 per cent in 1985. 

This revealed an increase in 
the extent to which the private 
sector was willing to incur 
debt as a “direct result of the 
climate of over-optimistic 
expectations” about the future 
performance of the economy. 

The institute suggests this 
derived from misplaced confi- 
dence that the three main post- 
war economic problems -— slow 
productivity growth, the slug- 
gish response of output to 
demand, and the union-led 
push for higher wages - were 
on the way to being solved. 


Growth 
rates ‘will 
return to 
average’ 


THE WORLD'S leading 
aes on 
age over the n 
12 months, the National Insti- 
tute of Economic and Social 
Research predicted yesterday 
writes Rachel Johnson. _ 

In its latest quarterly review 
of the world economy, the 
institute that im the 
last 12 months, economies had 
been “out of phase.” There had 
been recessions in the UK, US 
and Canada — leading to fall- 
ing interest rates - while 
Japan and Germany had con- 
tinued to have strong growth. 

The other main European 
economies had also largely 
avoided recession. But the 
restraints imposed by member- 
ship of the European Exchange 
Rate Mechanism (ERM) had 
Sonsequence of the strength of 
consequence o! 
the D-Mark and high German 
interest rates. 

Neither Canada nor the US 
would have strong recoveries, 
bat a revival in domestic 
demand should ensure that 
both economies grow by 2.5 
per cent to 3 per cent in 1992. 
The institute foresees the US 
having to ralse interest rates 
to curb accelerating inflation. 

In Japan, tight monetary 
policy would ensure slower 
domestic demand in the sec- 
ond half of the year. 

The institute suggested that 
the D-Mark was undervalued 
by between 5 and 15 per cent 
against other European cur- 
rencies. “This misalignment 
cannot persist permanently, 
and if nominal exchange rates 
do not change then eventually 
relative price levels will 
adjust,” it said. 

French inflation would be 
lower than German for much 
of the next decade. The French 
path to monetary union with 
Germany would be smooth, as 
it would for the French, Dutch, 
Belgians, Danes and Aastri- 
ans. The Italians, however, 
would be forced into one 
realignment before union. 
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Output rises 6.2% in first 
half as export sales grow 


By Kevin Done, Motor Industry Correspondent 


UK CAR output of 694,374 in 
the first half of the year was 
62 per cent higher than in the 
corresponding period a year 
ago, helped in particular by a 
surge in output by Nissan, the 
Japanese car maker. 

At the same time Ford, 
Vauxhall and Rover also 
achieved higher car output lev- 
els than a year earlier, as a 
significant rise in exports 
helped to compensate for the 
steep fall in demand in the 
domestic market. 

Production for export mar- 
Eets accounted for 48.2 per cent 
of UK car output in the first 
six months this year, compared 
with only 23.6 per cent in the 
same period a year ago, 

According to the Society of 
Motor Manufacturers and 
Traders the share of UK car 
production going to export has 
started to fall in June and July, 
however, which suggests over- 
all output could weaken in the 
final months of the year. 

The SMMT figures show pro- 
duction of 63,000 by Nissan at 
its Sunderland plant in 
north-east England in the first 
half of the year was 132 per 
cent higher than in the corre- 
sponding period a year earlier. 

Production at the Nissan 
plant, the first Japanese car 
assembly operation in Europe, 
started in small volumes in 


in the whole of 1991 compared 
with 76.000 in 1990. 

A further boost will be 
received next year when Nis- 
san starts output of a second 
car range at the plant. The full 
capacity of 220,000 cars a year 
could be reached in 1993. 

The build-up of car produc: 
tion by Nissan, as well as by 
‘Toyota and Honda, which are 
to start output late next year, 
is expected to guarantee a 
steady increase in UK car pro- 
duction throughout the 1990s. 

The export programmes at 
Vauxhall (the UK subsidiary of 


General Motors) and Ford, 
which stem from changes in 
sourcing policy by GM and 
Ford's European operations, 
have helped to cushion their 
assembly plants at Luton and 
Ellesmere Port (Vauxhall) and 
Dagenham (Ford) from the 
impact of the recession. 

By contrast Ford's Hale- 
wood, Merseyside plant, which 
produces cars for the domestic 
market only, has been hit hard 
by the steep fall in new car 
demand in the UK and is 
expected to work only a three- 
day week for the four 
months of the year, having 
been on a four-day week for 
much of the first eight months. 

The main casualties in the 
first half of the year were the 


I car makers Jaguar and 
Rolls-Royce Motor Cars, where 
output in the first half of the 
year plunged 43.7 per cent and 
37.2 per cent respectively in 
the face of plummeting sales in 
both the UK and U6 markets. 

Both companies have been 
forced to make substantial cuts 
in their workforces. 


has 
sharply in response to the 

ce % the UK and lower 
demand in other important 
markets including France. 

Commercial vehicle output, 
which has been less cushioned 
by improved sales in export 
markets, fell 26.6 per cent in 
the first half of the year. 


UK VEHICLE PRODUCTION 





1991 1990 1991/90 
Jan-June Jan-June % Change 

rr 
tau 694,374 653,747 +6.2 
Rover (British Aerospace )* 229,086 224,149 +22 
— cars 206,141 ~~ 199,957 +41 
— Range Rover/Discovery 20,945 24,198 13.4 
Ford (excl. Jaguar) 196,005 176,389 +111 
Vauxhall (General Motors) 142,547 130,957 +89 
Nissan 62,929 27,147 + 131.8 
Peugeot 45,581 65,538 30.5 
Jaguar (Ford) 13,741 24,404 43.7 
Lotus {General Motors) 1,559 732 + 113.0 
Rofis-Royce (Vickers) 1.080 1,721 -97.2 
COMMERCIAL VEHICLES 

Total 111,571 152,002 28.6 
Ford 58,550 70,127 - 16.5 
Rover (British Aerospace)"" 14,014 21,150 ~33.7 
Leyland DAF (DAF) 16,147 18,724 ~ 13.8 
— vans 11,138 13,279 — 16.1 
— trucks 5,009 5,445 —80 
(BC Vehicles {(GM/Isuzujtt 10,479 17,262 -w.3 
Vauxhall (General Motors)t 5.112 15,832 67.7 
\weco-Ford 2,718 3,691 26.4 
ERF 983 1,223 —19.6 
AWD 1,522 1,124 +354 
Renault Truck Industries S34 704 ~24.1 
Seddon Atkinson (Jveco} 326 587 44.5 
Volvo Bus 462 492 -6.1 


"Includes Fiange Rover/Dscovery.” 
1Carderived 
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“Canderived 
Sara, tiMediust and.imioro sare eckd in Europe variously Ueiet 
Vauxhall, Iuzu, Gedford and Suzukl names. 
Source: Society of Motor Manufacturers und Traders 








Taxman is 
made to eat 
his cake 


By Tim Lawrence 


THE British taxman has been 
made to eat cake. McVitie's 
yesterday won its battle 
against UK Customs and 
Excise when a value added tax 
tribunal ruled that the Jaffa 
Cake, a_ chocolate-covered, 
orange-filled sponge snack, is 
a cake, not a biscuit. 

It won its case, in part, by 
submitting a giant Jaffa Cake 
- 12 inches in diameter - as 
evidence to the tribunal. 

More than a name was at 
stake when Customs and 
Excise raled in January that 
Jaffa is a biscuit, not a cake. 
The UK does not impose VAT 
on cakes, bat the full 17.5 per 
cent is charged on chocolate 
biscuits and confectionery. 

This would have put 10p on 
the price of a 60p packet, prod- 
ucing tax revenue of £7m from 
MeVitie's annual sale of 42m 
packets and the 25m packets 
produced by its competitors. 

A series of borderline test 
cases - including one in 
which Marks and Spencer's 
caramel shortcakes were cat- 
egorised as cakes because they 
were packaged as such ani 
sold alongside other cakes — 
persuaded VAT officials they 
could win the Jaffa case. Jaffa 
Cakes, the officials claimed, 
look like biscuits, are pack- 
aged like biscuits and are sold 
on biscuit shelves. 

MeVitie'’s, a subsidiary of 
United Biscuits, insisted that 
daffa, first baked in 1932 and 
named after the Israeli orange, 
is a cake: “It looks like one, it 
tastes like one and it's always 
been one. A biscuit, it isn't.” 

It added: “We said that size 
should be left ont of the arga- 
ment, but the cake-sized Jaffa 
showed the tribunal that the 
vast majority of a Jaffa Cake 
is sponge. There was abso- 
lutely no doubt it was a cake." 

Mr D.C. Potter QC, chairman 
of the tribunal, concluded that 
the texture, ingredients and 
name of the product, as well as 
the fact it started off moist but 
went bard when stale - con- 
trary to biscuit behaviour - 
meant that Jaffa Cakes should 
be classified as a cake. 

Customs and Excise has 28 
days to decide whether to 
lodge an appeal: “We are con- 
sidering our position. We were 
disappointed to lose the ruling 
but we are taking the whole 
thing with a pinch of salt”, 

Mr John Newman, director 
of the Biscuit, Cake, Chocolate 
and Confectionery Alliance, a 
trade association, welcomed 
the ruling. 

The giant Jaffa Cake which 
contributed to McVitie's suc- 
cess was “consumed with rel- 
ish" after the hearing, accord- 
ing to Mr John Brown, VAT 
partner responsible for United 
Biscuits at Ernst & Young, the 
accounting firm. “Max Jaffa - 
the name we gave to the giant 
Jaffa Cake - was eaten by peo- 
ple from Ernst & Young, 
United Biscults and the tribu- 
nal staff," said Mr Brown. 
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Ignoring patents costs £20bn 


By Clive Cookson, Science Editor 


EUROPEAN companies waste 


£2dbn a year in 
research “re-Inventing what 
has been done before”, use 


they ignore patent literature, 
the UK Patent Office has esti- 


mated. 

Many UK and European 
companies overlook the value 
of patents as a source of tech- 
nical and commercial informa- 
tion, Mr Ted Blake, Patent 
Office information director, 
told a symposium on intellec- 
tual property rights. 

“Anyone not looking at 
patents automatically cuts 
themselves off from at least 
four-fifths of the available 


information,” he said. “Patent 
literature te quite simply the 
largest and single most impor- 
tant source of technical infor- 
mation in the world, with over 
80 per cent of the information 
in patents being unavailable 
elsewhere.” 

No European company in 
any industry can match the 
example of Hitachi, the Japa- 
nese electronics giant, which 
according to Mr Blake employs 
150 people full-time to search 
the world's patent literature. 

Many are put off by the 
sheer size of the database. 
There are now 32m patent doc- 
uments worldwide, increasing 


by Im a year. But relevant 
information can now be 
reached relatively easily by 
computerised searches. 

Mr Lawrence Jenkins, 
patents manager for Wellcome, 
the UK company, pointed 
out that the chemical and 
pharmaceutical industries 
already make full use of the 
patent literature. 

But Mr Blake said other UK 
industries such as engineering 
and electronics were not fol- 
lowing the lead of chemicals 
and pharmaceuticals. And 
even chemical companies 
sometimes missed vital patent 
information. 


Discoveries may transform medicine 


TWO recent discoveries, 
catalytic enzymes and cell 
adhesion molecules, may trans- 
form medicine and biotechnol- 
ogy, the British Association 
heard, writes Clive Cooksou. 
Catalytic antibodies, also 
known as abzymes, are artifi- 
cial antibodies which work like 
natural enzymes to make bio- 
chemica) reactions possible. 
“New scientific opportunities 
such as this occur only rarely,” 
said Prof Colin Suckling of 
Strathclyde University, who is 
one of the UK's pioneers in 
research 


abzyme iS 

In principle an abzyme can 
be designed to catalyse (speed 
up) any biochemical reaction 
whose mechanism is known, 


using genetic engineering and 
monoclonal antibody technol- 
ogy. The abzyme is a speci- 
alised version of the antibodies 
which the body's immune sys- 
tem makes to fight disease. 

Prof Suckling sald abzymes 
could be used not only to pre- 
pare new biochemicals for 
industrial and medical use but 
also directly inside the human 
body. “By use of an appropri- 
ate abzyme, it might be possi- 
ble to treat diseases in which 
an enzyme is missing. It might 
also be possible to give a 
patient an abzyme to degrade a 
high concentration of a [chemi- 
cal] that is causing disease; 
some targets in neural diseases 
have been recognised.” 


One. speculative application, 
discussed at the time of the 
Gulf war, is to inoculate sol- 
diers with an abzyme to 
destroy nerve gases in the 

loodstream 


bl 5 

The UK is spending about 
£1m a year on abzyme research 
through the government's Link 


programme. 
Prof Suckling’s own work at 
Strathclyde bas been financed 
by a £100,000 grant from 
Rhone-Poulenc, the French 


group. 

“Abzymes have great poten- 
tial,” Prof Suckling said. “How- 
ever, although the science has 
been established, much 
remains to be done to reach 


successful application. 


Uncrewed 
ship sails 
the seas 


FLOTILLAS of unmanned 
computer-con! ips may 
be satling the oceans early 
next century writes Clive 
Cookson. : 

The Shiiya Merchant, an 
unmanned 10,000 tonne Japa- 
nese ore carrier, has recently 
completed two days of trials 
between south-western Japan 
and Korea, before returning to 
the port of Kagoshima. 

“The vessel handled per- 
fectly in the shallow rock- 
strewn channels, in a voyage 


mechanical engineering. 

“It is the view of Japanese 
marine technologists that com- 
puter control of unmanned 
ships is absolutely essential 
for the economic fature of 
long-haul bulk shipping.” he 
said. 

“At least three major Japa- 
nese shipyards have designs 
for trans-Pacific computer con- 
trolied ships and tankers 
which could be operational by 
the mid 1990s.” 

There are two forces driving 
the uumanned ship project, Mr 
Burns said. One is economic. 
Large savings can be made if, 
the crew its eliminated 


entirely. 

The other is safety. Accord- 
ing to Mr Burns, 80 per cent of 
collisions and accidents at sea 
are attributable to human 
error. 


Offshore spending 
‘to peak at £8.6bn’ 


By James Buxton, Scottish Correspondent 


THE level of spending by 
the oil industry in the 
UK's sector of the continental 
shelf is expected to peak next 
year at a record £8.6bn before 
going into a gentle decline to 
about £5.7bn by 1995. 

Spending on exploration, 
development and operations 
has risen from £5.8bn in 1989 to 
£8.4bn this year. 

According to the latest bien- 
nial forecast by Scottish Enter- 
prise, the Scottish economic 
development body, worldwide 
offshore expenditure will con- 
tinue to grow in real terms, 
tising from £72bn this year to 
£88bn in 1995. The growth 
areas are south east Asia/Aus- 
tralasia and North America. 

"If Scottish and UK compa- 
nies wish to expand market 
share they will have to seek 
new business internationally,” 
Mr Crawford Beveridge, chief 
executive of Scottish Enter- 
prise, said. 

The si shows that some 
58 new fields will come 
onstream in the 1992-95 period. 
Although this means that more 
new fields are coming 
onstream than at any time in 
the North Sea’s history, the 
majority are relatively small. 

In addition a peak of 11 new 
subsea flelds, which are con- 
nected up underwater, will 
come onstream in 1993. Alto- 
gether 30 new subsea fields 
should come onstream in 


In 1990 exploration reached a 
new record level for the UK 
with 214 exploration and 
appraisal wells drilled, exceed- 
ing the previous peak of 175 
wells in 1989. Some 
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MoD cuts 
order for 


Warrior 


The Ministry of Defence is to 
reduce its order for Warrior 
combat vehicles from the GKN 
fis plano cats in the ay. 

e cuts army. 

The original order for more 
than 1,000 Warriors, worth 
more than £ibn, is due to be 
cut by between 10 per cent and 
one third. The revision of the 
contract follows a slowdown in 
delivery schedules for the 
Warrior, negotiated last year 
as part of short term cost-cut- 
ting at the MoD. GEN, which 
makes the vehicle at its Tel- 
ford plant in Shropshire, has 
been asked to submit propos- 
als for various production 


totals. The change raises the 
possibility of redundanctes at 
the plant. 


BT unions 
accept offer 


BT engineers and clerical staff 
belonging to the National Com- 
munications Union have voted 
overwhelmingly to accept a 7.3 
per cent pay offer. The deal 
covers about 120,000 employees 
and will be backdated to July 
L 


Schools still 


lack teachers 

Schools Sai suffering 
suitable teachers, according to 
a Labour Party survey of 30 
Jocal education authorities. 
Almost 90 per cent of local 
authorities reported “difficnl- 


47 per cent in sciences, 
3 per’ cent in maths and 30 
per cent in English. 





Holiday price 
war forecast 


Thomson Holidays, Britain's 
biggest tour operator, 
has warned of a new pi war 
over the sale of next summer's 
holidays. The company said 
that it “would not be beaten on 
price” if any of its competitors 
tried to attack its market 
share, currently about a third 
of all package holidays sold. 


Training plans 
‘jeopardised’ 


The contractual relationship 
between Britain's leading pro- 
viders and purchasers of train- 
ing are unsatisfactory and will 
j ise achievement of the 
government's objectives to 
improve vocational training, a 


report claims. 

The Bridge Group of 15 not- 
for-profit organisations 
involved in criticises 
contracts between providers of 
training and the Training 
and Enterprise Councils in 
England and Wales and 22 
Local Enterprise Companies in 
Scotland. it identifies the short 
daa ta weirs: ond 

uses In con 
TECs and LECs to terminate 
contracts early without fault. 





Pay offer is 


revised 


Parcelforce, the parcels divi- 
sion of the Post Office, which 


mal talks during next week's 
Trades Union Congress in 
Glasgow. 


Oe 


Britai 


a 


for Good. 


Paddy Ashdown (pictured above), Li 
nny @ ), Liberal Democrats 


e on constitutional reform. He that 
improvements in areas such as couumie, olnmetien 


Investment at 
six month low 


Investment by small business 
is at ite lowest for six 
years, according to figures pub: 
lished by National Westmin- 
ster. The bank said spending 
fell 39 per cent in the half 
compared with the last six 
months of 1990. The worst hit 


régions were south-west and 
south-east England. 





Row over 
panel appointee 


A political row was sparked by 
the announcement that Dr 
Madsen Pirie, the director of 
the Adam Smith Institute, a 
Hghtwing think-tank, would 
bea in Late aS govern- 
ment advisers on Citizen's 
Charter. 


The panel's task is to main- 
tain the impetus behind the 





leadey wich 
ader, at the la of an 
and environment 


A anvtommuanrt Dole ndition 


planned reforms and to bring 
outside expertise to bear on 
Proposed ideas and develop 
new applications of the char- 


ter’s principles. 

Mr Roy Hattersley, Labour's 
deputy leader, said the appaint- 
ment of Dr Pirle by Mr John 
Major, the prime minister, 

‘does not inspire confidence in 
the government’s wish to pro- 
tect the consumer against 
exploitation by either public or 
private providers of goods and 
Services.” 





Holiday 


proposals 
meet with 


a rebuff 


WORKERS hoping for an extra 
day off were intetl 
terday as p 

October bank holiday from the 
National Economic Develop- 
ment Council were swiftly 


The department of employ- 
ment said industry ha 

warned that an extra holiday 
would reduce productivity, 
and wanted the uninterrupted 
run between August and 
December to continue. The 
department’s view was echoed 
by the Confederation of Brit- 
ish Industry. 





Neil Buckley 
reports 


But the department con- 

sa aie te 

moving one 
the spring bank holidays to 
autumn, if other NEDC 
backed the proposals, mate by 
the council's tourism and lei- 
sure group. 

The gorernment’s reaction 
will disappoint the tourism 
and leisure Industries - and 
may surprise people tn Scot- 


While the the exact dates of 
many public holidays there 
are determined locally, Scot- 


autumn bank. holiday in place 
of the late summer bank holi- 
day in England and Wales. 
Mr Ewan Marwick, chief 
executive of Glasgow's cham- 
ber of commerce, said the 
autumn holiday was no more 


any other bank holiday. 
“Public holidays tend to be 
less disruptive here than in 
England and Wales, because 
many of them happen on dif- 
ferent days in different areas.” 
The government's reluctance 
may also surprise other Euro- 
pean countries, which 
to remain competitive w' 
having up to five more public 
holidays each year than the 


um leads the way with 
13%, followed by Spain, Portu- 
gal and Greece with 13, Lux- 
embourg with 12, Germany, 
France, and Italy with 11. The 
UK has eight, one less than the 
Netherlands and Ireland. Even 
the Japanese have 13 offical 
holidays. 

Harmonisation of public hol- 
idays across Europe as the Sin- 
ele European Market 
approaches has not been seri- 
ously discussed, though the 
Enropean Commission is car- 
rying out a study into season- 
ality. Mr Peter Hunt, national 
secretary for the Council of 
Civil Service Unions, who pres- 
ented NEDC's proposals yes- 
terday, said other European 


{ countries might complain that 


the scarcity of public holidays 
in the UK gave it a competi- 
tive advantage. 

Whatever else may be stam 
dardised, it seems unlikely 
that the era of the Euroholiday 
is approaching. VE day, for 
example, commemorating the 
end of World War 0, is a holi- 
day tn Austria, France, Bel- 
gimn and the Netherlands, bat 
is uever likely to be celebrated 
with great enthusiasm by Ger 


The many European coun- 
tries that celebrate religious 
holidays such as Ascension 
Day, 40 days after Baster, and 
Assumption Day, on August 
15, will also be unwilling to 
give them up. 

The tourism and leisure 
industries in Britain are 
unlikely to abandon their cam- 
paign for an autumn bank hol- 


full them. 
employs more than 
1.5m people, and Britons spent 
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If you're concerned about the financial strength of your insurance 
- organization, here are some questions you should ask. 
Whats the dearest indicator of financial health? — 


... Able sheetolimpeccable quality, conservatively managed. 


Look at AIG's financial statements. You'll find $10 billion in capital 
 flands; $15 billion of general insurance loss reserves; and $1.4 billion in 
~ after-tax profits in 1990: - 

How important are the designations 


awarded 
~ by the rating agencies? 


Very important. They provide an impartial, thoroughly researched 


measure of a company’s financial 
strength. AIG holds the highest rat- 
ings awarded by the principal 
agencies, They are a prized asset, 
enabling us to capitalize on business 











differences in the way 
organizations are 


‘Yes. Take investment and under- 


high-yield fa and shee ial real which have lately 
caused so many problems for other companies. The overall quality of 





opportunities not open to those with- 


writing pilospbics. In ies ATG hasan nica expose to 


‘finandal strength in today’ 
~ insurance marketplace? 


balance sheet. 


our assets is excellent, with new cash 
flow invested primarily in invest- 
ment-grade fixed-income 
securities. 
~ Wealso believe underwriting 
profits are findamental to the long term 
stability and health of a company. Hence, we are committed to meeting 
the needs of the public for insurance products while maintaining strict 
underwriting discipline. 
For years these beliefs 
have produced outstanding 
results. Including a return on 
equity that has consistently 
exceeded the industry 
average by a wide margin. 


What other qualities should | look for? 

Astrong commitment to its basic business, a diversified business 
portfolio and global presence. AIG is the nation’s largest underwriter of 
commercial and industrial coverages. We also have an international net- 
work second to none. 

So if you're looking for financial strength, stability and commitment 
for the long term, consider the insurance organization that has demon- 
strated exactly those characteristics for decades. 

Ifyou would like a copy of our annual report, write to American 
Intemational Group, Inc., Dept. A, 70 Pine Street, New York, NY 10270. 
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a AIG! World leaders in insurance and financial services. 
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MANAGEMENT: Marketing and Advertising as 
Seriously stuck on designer horns 


Alice Rawsthorn reports on the dilemma facing an industry damaged by recession and over-ambition 


“THE DESIGN business is too 
unstable to support huge net- 
works with high overheads,” 
says Mark Landini, joint man- 
aging director of RSCG:Conran 
in London. “In the 1980s peo- 
ple were far too ambitions.” 
“This fs a very young indus- 
try.” says Don Casey, presi- 
dent of Landor. “There are 
very few people around with 
sufficient skill and experience 
a) work on an international 


le. 

Between them, Landini and 
Casey Sum up the dilemma fac- 
ing the international design 
industry. 

There are more and more 
multinational design projects 
around but there are very few 
consultancies capable of han- 
dling them. Almost all 
attempts at creating global 
design groups have failed. 
And, after two years of reces- 
sion, the US and UE design 
consultancies cannot afford to 
expand. 

“At the moment there is a 
hiatus," says Colin Forbes, a 
partner of Pentagram in New 
York. “The industry has to 
organise itself so that it can 
handle international projects. 
But oo one knows how to go 
about it.” 

In the 19805 the consensus 
among design groups was that 
they should model themselves 
on the multinational advertis- 
ing agencies, such as Saatchi 
& Saatchi or Young & Rubi- 
cam, which owned offices in 
most, if not aj], the countries 


where their clients operated. 
The larger consultancies threw 
themselves into start-ups and 
acquisitions in an attempt to 
replicate the structures of the 
ad agencies. 

It was relatively easy for 
them to raise capital. In Lon- 
don, the stock market was 
keen to invest in young. entre- 
preneurial design businesses 
like Fitch-RS and Michael 
Peters. 

The global marketing 
groups, such as Saatchi and 
the WPP Gronp, also invested 
in design. convinced they 
could cross-refer accounts 
from their advertising agen- 
cies to their new design suab- 
sidiaries. 

By the end of the decade the 
design industry seemed to be 
on the brink of fulfilling its 
global ambitions. Then came 
the recession. The US and UK 
design markets went into the 
doldrums. The consultancies 
in those countries can no lon- 
ger count on the profits from 
their domestic markets to fund 
their fledgling international 
networks. 

The industry has been rav- 
aged by cuts and closures. 
Michael Peters has gone into 
receivership, Fitch-RS has seri- 


ous financial problems. Lan- 
dor, the San Francisco-based 
consultancy, sold out to Young 
& Rubicam. Conran Design in 
London has been bought by 
RSCG, the French marketing 
group. Other companies have 
been forced toe shed staff and 
close offices. 

But recession is not the only 
problem. The immaturity of 
the business had hindered its 
attempts at globalisation. 
Management structures, even 
of the larger consultancies, 
were too unsophisticated to 
cope with the pressures of 
operating as international 
companies. There was also a 
serious shortage of staff capa- 
ble of working on interna- 
tional design projects. 

Another problem lies in the 
cyclical nature of the design 
market. Whereas ad agencies 
— which the design industry 
had chosen for its role model 
- tend to work on large. 
long-term projects, design 
schemes are smaller in scale 
and commissioned on an ad 
hoc basis. 

This means there is no flow 
of revenue and, when eco- 
nomic conditions deteriorate, 
ine market becomes very vola- 

le. 





WORLD'S TEN BIGGEST DESIGN GROUPS 1990 








Company Fee income Ownership 
WPP Group 56m Public company, UK 
Landor £30m Young & Rubicam. US 
Fitch-AS 226m Public company, UK 
Addison f14m Private company, UK 
Siegel & Gale £12m Saatchi & Saatchi, UK 
RSCG:Conran ttm RSCG, France 
Holmes & Marchant £11im Public company, UK 
Minale Tattersfield £10m Private company, UK 


Desgrippes Cato Gobbé 
Pentagram 


It can also be argued that 
the culture of the design busi- 
ness is not compatible with 
that of sprawling, multina- 
Honal organisations. Colin 
Forbes of Pentagram is con- 
vinced that a design consul- 
tancy works best with no more 
than 60 staff. Beyond that, he 
says, it runs the risk of “losing 
its esprit de corps” and of 
“becoming le". 


of the few consultancies to 
have been unscathed by the 
recession. 

The design industry has now 
lost its iusions about model- 


om 
£9m 


Private company, France 
Private company, UiK/US 


confidence among the ad agen- 
cies themselves. Advertising 
lost its traditional role as the 


restructure their businesses to 
take account of this - so far 
without much success. 

hopes that the 
global marketing groups conld 
cross-refer accounts from one 


subsidiary to another have 
proved unfounded. “The power 
of the agencies is diminish- 
ing.” says Alan Siegel, chair- 
man of Slegel & Gale, the New 
York-based corporate identity 
consultancy owned by Saatchi. 
“They do not have enough 
influence over their clients to 
tell them where to place 
accounts. All the Saatchi com- 
panies are left to live or die on 
their own.” 

So where does the design 
industry go from here? Reces- 
sion or no recession, the 
demand for international pro- 
jects is still strong and the 
design consultancies are still 
intent on operating globally. 
However, they have been 
forced to scale down their 
ambitions. 

Most consultancies have 
abandoned the original aim of 
owning worldwide networks. 
Siegel & Gale once planned to 
operate full service offices — 
with design studios as well as 
sales departments — in most 
of the major countries. It now 
envisages a more modest oper- 
ation of three main bases in 
New York, London and Tokyo 
with a handfal of small sales 
offices. 

Others are adopting a simi- 


lar approach. Two years ag0 
Walker/CNI, the New York 
retail design business owned 
by WPP, opened a London 
office to co-ordinate its Euro- 
pean work. It now has a 
presence in London and ser- 
vices European clients from 
New York. 

Wolff Olins, ie one 
based corporate i - 
ness, bas closed the San Fran 
cisco office from _ ae me 
hoped to expand i! . 
“We have lowered our sights.” 
says Wally Oltins, the chair- 
man. “Our resources are lim- 
ited. In the short term we will 
concentrate on Europe.” 

Consultancies are also less 
ambitions about the scope of 
their work. Once they aimed 
to handle every aspect of their 
international projects from 
developing the original con- 
cept to implementing the fin- 
ished design. Now they realise 
they cannot afford the infra- 
structure needed to work on 
such a scale. Increasingly they 
are collaborating with other 
companies in different coun- 


es. 

“Tt is ludicrous to suppose 
that one design consultancy 
can fully satisfy a global client 
on its own,” says Martin Beck, 


fief executive of Fitch-RS. 

SNow we look {or people who 
their own mar 2 

a sith them on a tactical 


However. there are struc- 
tural changes in the design 
market that are helping cou- 
suitancies to execute multina- 
tional projects without 
recourse to huge networks. 

One consequence of the 
recession has been to increase 
the pool of freelance designers. 
researchers and corporate 
strategists that consultancies 
can draw on. Even a large 

up like Landor how U: 
Freelances on a regular basis. 

At the same time advances 
in computerisation — in both 
information technology and 
computer-aided design — are 
making it easier for consultan- 
cies to liaise with interna- 
tional clients and collabora- 
tors. There are now networks 
of designers working simuita- 
neously on the same projects 
in different countries. 

These developments may 
help the design community to 
resolve the dilemma of how to 
torn itself into a fully-fledged 
international industry without 
over-stretching its resources, 
albeit more slowly and more 
modestly than it once envis- 


“Design has always been 2 
‘mom‘n'pop’ business,” says 
Alan Siegel. “If design firms 
are ever to become big and 
stay big, they must take a ion- 
ger term view." 





espite the trend to 

healthier lifestyles, a 

third of British house 
holds keep a remedy for an 
upset stomach or hangover in 
the cupboard. 

Tried and trusted brands ~ 
Sterling Health's Andrews, 
Baver’s Alka-Seltzer, and 
SmithKline Beecham’s Eno's ~ 
dominate this sector of the self- 
medication market. 

Alka-Seltzer, now vying with 
Andrews for leadership of the 
£16m a year UK market for 
effervescents, is 60 vears old. It 
has stood the test of time; 
worldwide, more than 2.5bn 
tablets are swallowed each 
year. 

But Bayer, the German- 
based multinational which 
acquired Alka-Seltzer when it 
bought Miles Laboratories of 
the US in 1978, recognised last 
year that without continuing 
care the brand would slowly 
wither away in the UK. 

Alka-Seltzer's peak in the 
UK was in the late 1950s and 
early 1960s. Though sales were 
still double those of any other 
European country, they had 
been slowly declining and, 


with new brands coming on to 
the market. the product's rele- 
vance to modern consumers 
had to be reasserted. 

Alka-Seltzer still enjoyed a 
strong position in its market, 
with 2 36 per cent share. But 
Bayer. Europe's fifth largest 
manufacturer of self-medica- 
tion products, had a relatively 
weak position in the UK indus- 
try. 

The priority for Michael 
O'Kane, 4 one-time Boots phar- 
macist. appointed marketing 
manager for Bayer UK's self- 
medication products in Janu- 
ary last year, was to improve 
sales and distribution support 
for Alka-Seltzer. 

A stronger presence was 
needed in all trade sectors 
from pharmacies through to 
supermarket chains and inde- 
pendent stores. Various 
options were considered from 
the acquisition of suitable com- 
panies and/or brands that 
would give Bayer the critical 
mass needed to develop its own 
distribution network, to identi- 
fying possible partners who 
were dy established in the 
market place. 


The problem was resolved 
last month by a sales and dis- 
tribution agreement with 
Warner Lambert Healthcare, a 
competitor in some world mar- 
kets but not in the UK. 

While that partnership - 
which will ensure distribution 
to all pharmacies and 94 per 
cent of grocery outlets - was 
being planned, O'Kane was 
also working on ideas to put 
more fizz into the Alka-Seltzer 
brand. 

The mixture of Aspirin, cit- 
Tic acid and sodium bicarbon- 


ate was 0 ally developed as 
a remedy for colds and influ- 
enza but had been gradually 


repositioned as “a fast relief 
from headache with upset 
stomach”. 

Its competitors had devel- 
oped line extensions - And- 
rews Answer and Eno's 
Resolve - as specific hangover 


remedies, Resolve, in particu- 
lar, had done well and had cap- 
tured 11 per cent of the mar- 


Apart from the introduction 
of a lemon flavour in 1988, lit- 
tle else had been done to reju- 
venate the Alka-Seltzer 
brand.“It had suffered histori- 
cally from a ‘leave well alone’ 
approach,” says O'Kane. “But 
a brand is like a plant, it needs 
continuing care and attention 
if it is to thrive.” 

O'Kane has given a brighter, 
modern look to the packaging, 
to provide more noticeable pre- 
pemietion i asinel ceed et 
shelves. product 
and its lemon-flavoured vari- 
ant are now distinguished by 
different colours; product and 
dos. Me ae nlavad is more 
prominent 

Television advertising strat- 
egy was changed in an effort to 


increase sales — which peak at 
Christmas and New Year ~ 
throughout the year. 

“The focus had been on 30- 
second commercials during the 
Christmas period,” says 
O'Kane. “Our competitors 
advertised at the same time, so 
we could not stand out from 
the crowd as much as we 
would have liked.” 

Sales of Alka-Seltzer rise 
substantially on Spain's Costa 
del Sol with the annual influx 
of British holidaymakers. So 
its sales pitch - “Good food. 
good wine, good night, 
morning” - was focus 
the holiday market. 

Much of the £1.1m advertis- 
ing budget was spent on new 
10-second television spots - 
featuring the lemon variant in 
particular - during the sum- 
mer, The message to consum- 
ers preparing for their holidays 


Philip Rawstorne reports on Bayer’s plans for pepping up Alka -Seltzer 


Putting more fizz into a mature market 


was that they would need 
Alka-Seltzer just as much as a 
fassport. 

An Alka-Seltzer holiday kit 
~ including bandages, insect 
repellent and antiseptic cream 
as well as Aika-Selizer tablets 
- was promoted through 
Tegional newspapers. 

Further promotions during 
the next few months will link 
Alka-Seltzer to winter holi- 
days. “We want to develop the 
idea that you shouid never be 
caught without Alka-Seltzer,” 
says O'Kane. 

Within a year, the gap 
between Alka-Seltzer and the 
market leader, Andrews has 
been narrowed from 4.4 per 
cent to 1.5 per cent. 

“Alka-Seltzer has been 
around for a long time,” says 
O'Kane,“but { think we are 
roving that there's a lot of life 

ft in it yet.” 








TECHNOLOGY 





A longterm 
use for 
ground giass 


LANDFILL sites have to be 
carefully isolated to prevent 
methane and other toxic 
substances from contaminating 
surrounding ground long after 
the sites have been abandoned. 

The usual method of 
containment is to surround 
the site with vertical cut-off 
walls of bentonite (a highly 
expensive, fine-grade clay 
wiineral), slurry and a plastic 
membrane. 

Concerned about the 
long-term effectiveness of this 
method, German civil 
engineering contractor Philip 
Holsmann has joined forces 
with glassmaker Flachglas ta 
develop a new means of 
enceyeuanoe: using glass 


“Glass is resistant to 
chemical attack from all 
possible components of seepage 
water as well as being totally 
impermeable,” says Heinz 
Wind, head of Philip 
Holsmann. 

The panels of 6-L2mm-thick 
glass are set into the mineral 
slurry trenches. A 
non-shrinking silica gel, which 
is said to be the most 
impermeable sealant for the 
glass sheets because of its 
similar chemical composition, 
is injected into the remaining 
gaps. 

‘The construction of the glass 
walis, claims Wind, can be 
calculated to withstand the 
lateral forces exerted by the 
settling of waste in a working 
tip. And, although the 
settlement forces in old 
Se cag 
insignificant, walls capable 
of bearing the transverse 
forces exerted by further 
loading can aiso be designed, 
auseful factor in view ofthe | 
scarcity of suitable new landfill 


sites. 

In 1990, Philip Holsmann 
and Flachglas, together with 
the technica] universities of 
Darmstadt and Aachen, 
established the German 
Institute for Constructional 
Glass in a bid to develop the 
use of glass for construction 


ses. 
Pts project is one of several 
it now has under way in 
Germany. Others include using 
curved glass segments for 
suspenting partici 
suspending particles of 
asbestos in glass as a means 
of safe disposal. 





company who has quietly 

chuckled as the Prince of 
Wales has lambasted the archi- 
tects and educationalists, you 
had better watch out. 

The Prince is set to renew 
his more than passing acquain- 
tance with controversy by set- 
ting about industrialists and 
academics. Earlier this year a 
prestigious conference held in 
the grounds of his home at 
Highgrove, Gloucestershire, 
was the launch pad for an ini- 
tiative called Partners In Inno- 
vation. Its aim is to improve 
links between education and 


F you are a manager in a 
British manufacturing 


Factors inhibiting innovation: Company perception 


average rating 


Lack of commercial 
expertise in Higher 
Education Institutes 


Cultural ditterences 


Corporate lack of 
knowledge of HEI 
advances 


Lack of regular HEL 
contacts: 


Lack of personal 
Contacts 


3 = Gritical constraint 
2 = Major obstacle 
1 = Minar inhibiting tactor 


Charles Leadbeater studies the Prince of Wales’s latest strictures on UK industry 


Too far from the campus 


industry. Specifically the 
Prince asked Sir John Flowers, 
the chairman of the Centre for 
the Exploitation of Science and 
Technology, to set up and 
chair a working group which 
will report to him in December 
upon measures to improve the 
relationship between academ- 
ics and industry. Partners in 
Innovation is based upon three 


Ratings at 


the relationship between 
higher education and industry 
can be improved. Second, 
industry to become more 
proficient at innovation. 

Tt is the third premise which 
is more open to doubt: industry 
will become better at innova- 


UK Higher Education Institutes 
of Innovation 


average rating by type of technology 


Chemical 


Physical 


information 
technology 


Other (human 
resources and 
environmental) 





is upon this premise that the 
Prine 6 “nidiative win send or 


What evidence is there that 
better collaboration between 
academe and industry is really 
central to promoting business 
innovation? 


After all It is not as if all 
succeasful economies have well 
es to pull 


programmes 
universities and com- 
panies. In Japan, the public 
higher education sector and 
the corporate sector do little 
together in terms of innova- 
tion. 

Moreover, a survey of 80 
companies and 90 academics 
conducted by management 
consultants McKinsey for the 
Partners in Innovation initia- 


clearly ranked thelr own 
research and t as 


the most important source of 
innovation. 


On a scale ranging from 
three for a crucial source to 
zero for no use at all, internal 
R&D ranked 2.8, compared 
with 17 for innovations which 
come from suppliers and con- 
tractors and 1.3 for British 
higher education institutes. 


On the face of it the survey 
suggests the Prince may be tilt- 
ing at windmills. A lot of effort 
might be devoted to improving 

ig which most execu- 
tives judged is not essential 

However there ate two 
rejoinders. First, the survey 
shows that in most sectors 
links between industry and 
education are likely to become 
more ftportant, at a quicker 
rate than other factors. The 
survey found that 73 per cent 
of companies would be using 
higher education institutes as 
a source of innovation in the 
future. About 16 per cent 
expect these institutes to be 2 
crucial source of innovation in 
the future. So the Prince is 
focusing on something that is 
becoming more si it. 

Second, the fact that execu- 
tives do not regard higher edu- 
cation as an important source 
of innovative ideas and prod- 
ucts may be the symptom of a 
problem rather than proof that 
no problem exists. The rela- 
tively low ranking that execu- 
tives ascribe to collaboration 
may just be a sign of how 
much it needs to be improved. 
inks between companies 

i education may be 


9 





bad at selling their work. The 
corollary is that once academ- 
ies and industrialists start to 


most important obstacles to 
collaboration. Lack of commer- 
cial expertise in higher educa- 
tion was ranked as a major 


and obstacle. And academics cer- 
undervalued because compa- tainly seem to have non com- 
nies are failing to exploit faly mercial priorities: the survey 
the ideas available in universi- found that 53 per cent of uni- 


versity academics thought 
commercialising innovation 
through collaboration was less 
important than publishing 
their research. 

All this is grist to the 
Prince's mill that academics 


However there are other find- 
ings in the McKinsey survey 
which suggest the Prince will 
inevitably be drawn into the 
clearly political territory of 
education and science policy. 
Although the academics 
thought that cultural differ- 
ences were significant they 
cited a lack of development 
funding as the most important 


_ obstacle to innovation. As a 


Tesult academics view collabo- 
ration with business as a use- 
ful source of funding to top up 
Ea, shortfall of public funds. 
higher education as a cheap 
way to get their research done. 
Partners 4 


issoe recommendations for 
changes in policy when Sir 
Jobn reports to the Prince later 
in the year. However the 
‘Kinsey report provides some 
clear clues about the direction 
in which the initiative is head- 
ing. Some forms of collabora- 
tion are proving far more effec- 
tive than others. 
__Both executives and academ- 
ics rated personal contacts as 
the most important factor 
facilitating collaboration. The 
next most effective were long 
term fanding of research and 





Ways of carrying out many 
af today’s noxious factory 
Processes, such as etching metal, 
glass or plastic surfaces, with little 
or no fumes or effluent. But the tech- 
nology will only find wider applica- 


lectrically excited gases - 
plasmas - could offer novel 


dred degrees to about 20,000 GQ 


David Fishlock examines industry’s advance into plasma science 


An exciting way to use gases 


cuit dimensions decrease, 


incorporated into the production 


aims to identify the i 


processing resources in which ce 
needed to make plasma 


whose role is to 


Support the EC's Joint European 


tions if it is more widely understood, 

This is the view of the London- 
based Centre for the Exploitation of 
Science and Technology (Cest), the 
think-tank set up by some of 
Britain's most research-conscious 
companies to try to identify the 
emerging opportunities for technol- 
ogy. The wider exploitation of 
Plasma by industry will require a 
deeper understanding than exists 
today of the underlying science ~ as 
well as af the economics. 

A strong base of plasma science 
has pen built in Britain for harness- 
ing nuclear fusion for power genera- 
tion. But the ionised bases — gases 
whose constituents are electrically 
charged - that are of interest to 
industry are cooler and more easily 
contained than those used in the 


{ Buclear power industry. 


The industria] plasmas span a 


Fiona McWilliam | temperature range from'a few hun: 


eo a lower somperatures: 

growing interest, they are 
called cool plasmas. Cool plasmas 
can be generated using electricity, 
microwaves, laser beams or shock 
waves to excite a gas. 

Temperature, pressure, gas cony 
Sition and the electrical eonditions 
all help to determine the “activity” 
of the plasma. For example, the hot- 
ter plasmas can incinerate the most 
toxic organic substances completely, 
leaving no trace that might 
from the incinerator, as can happen 
te lower combasnel temperafires. 

chlorinated organic un 

such as PCBe(rolychlorinated 
biphenyls), normally difficult to 
destroy completely, plasma incinera- 
tion seems to offer a temperature 
high enough to reduce the chemical 
quickly to molten carbon in which 
very little toxin could survive. 

Robert Whelan, Cest's chief execu- 


tive, says plasma processing cropped 
up repeatedly in other studies 

into new meta] finishing processes, 
where they found a new plasma 


gear-hardening process developed in 
Germany which reduced a conven- 


Plasma processing cropped up 
again in a study of the future of 
packaging, when such firms as 
Courtaulds revealed how vital 
Dlasma processing was becoming to 
the cleaning and preparation of plas- 


The inherent beauty of plasma processing is that 
it is dry and easily incorporated into the production 
line, needing no breaks for ventilation or drainage 








tic films. Ni all the 
for plastic bags, for esaaghn is 


i 


processing of semiconductors. 
atvantave fT ater mecish Th > 

advantt of greater precision, e inherent beauty of plas: 
increasingly important as microcir- processing is that it is dry and eaaily 


tine, ergo wet Drocesses Which 
ing speclal facilities such an ventila, 

Plastic car bumpers moulded from 
polypropylene can be plasma-etched 
in a single stage to prepare them for 
painting, instead of the usual series 
of solvent-etches with all their atten- 
dant effluent and air-pollution prob- 
lems. Glass can be plasma-etched 
sur ed oa 
through window glass. a 


Of these “surface engineering” pro- 
Cesses would be needed is a consider- 
able_enginee challenge, says 
's Stephen Howlett. Ideally, the 
plasma should be generated at ordi- 
Rary pressures, not in a high vac- 
uum, which would make it dearer. 
At Gest, Howlett is half-way 
through a study of Britain's plasma- 


Project for fusion energy. 
Unfortunately, since fusion energy 
is many decree away from commer- 
¢ial use, industry has almost no 
access to the science that Culbam 
Fenerates, says Howlett. But Culham 
if has begun to involve iteelf with 
cool-plasma problems, 
ot a a 
the learned, promises to 


ties Britain needs for plasma a 
cessing. Its target i i 
work with the a a 


5 to 
exploit plasma-Sased techholeeies 


Mi eS 
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Marooned on an island of trickery 


here was no Book of Family 
Trees among the 24 volumes 
stowed, according to Peter 


_ Greenaway's Prospero's 
Books. in the Duke of Milan's boat of 
banishment, if there had been, it would 
surely show that Greenaway is a 
descendant of that same Milanese 
monomaniac. Prospero dwells on a 
magical island where through Wusion 
he manipulates the fate of puppet 
humans. Greenaway's films — from The 
Draughtsman's Contract to The Cook, 
The Thief, His Wife And Her Lover - 
are islands of trickery and artistic total- 
itarianism where he holds Prospero-like 
sway. 

The traditional beef about P.G. has 
been that there are never. Brian Den- 
nehy in The Belly Of An Architect apart, 
any autonomous human beings in his 
films. Prospero's Books presents Shake- 
Speare’s 7he Tempest as an apologia — 
but not an apologetic one — for the 
artist as puppetmaster. 

Greenaway's Prospero {is Sir John 
Gielgud marooned in a postmodernist 
Roman bathhouse. Around him at 
film's beginning are the props, pillars 
and persons (Jargely nude) from whose 
primal nakedness he will create his 
drama. For he is also, you see, Shake- 
speare. We catch him mouthing and 
quill-scratching the play's first word 
“Bosun”; we see him overturn his toy 
Falleon ta summon the plot; we watch 
him conjure vari-sized Ariels, one of 
whom is a small boy pissing cataracts 
into Gielgud's bath. 

This movie is glorious and gaga in 
equal measures. As an ocular riot, it is 
unmatched by any other film in modern 
Memory. Hurling naturalism to the 
winds. lke the papers that blow bliz- 
zard-like about Prospero's chamber, 
Greenaway gives us a fantasia on movie 
(and video) possibilities. There is ani- 
mation, in the magic-secreting books 
whose pictures come to life; split 
Screens. spawning frames within frames 
like the Chinese boxes of artistic cre- 
ation; giant close-ups transfiguring 
everyday sights (a water-drop) and out- 
door landscapes conjured from corners 
of the maze-like soundstage (Caliban's 
stream, a sunkissed wheatfield for Mir- 
anda’s first mecting with Ferdinand). 

On top of this, or milling through it, 
is a cast of dozens spanning every stage 
of human upholstery from eye-boggling 
nudity to Greenaway-Jacobean excess. 
Michael Clark's Caliban is a gambolling 


faun with red-painted testicles. Gielgud 
begins nude, then wears a star-pat- 





This ruff magic: a scene from “Prospero's Books” 





PROSPERO'S BOOKS (15) 
Peter Greenaway 


NEW JACK CITY (18) 
Mario Van Peebles 


DYING YOUNG (15) 
Joel Schamacher 


PUMP UP THE VOLUME (15) 
Allan Moyle 














terned cloak go huge it must need a 
fork-lift truck to don and doff. Isabella 
Pasco's Miranda is an Ophelia-like 
study in liquefaction-as-fashion. And 
the courtier-castaways, ruffed and hat- 
ted to the nines, resemble Carmen Mir- 
andas of the 1600s. 

But a paradox dwells at the heart of 
this harvest for the senses, The conceit 
that created it is less brainstorming 


as 2 disguised Shakespeare and calling 
on Gielgud's voice to ventriloquise all 
— yes, all — the roles, at least until the 
forgiveness scene, Greenaway turns 
The Tempest into a fable about the all- 
fashior artist. It is the old “Shake- 
speare's farewell" perspective, always a 
parochial and sentimental one. The 
Tempest may be the Bard's last bow. 
but it is much, much more. Few of the 
semi-submerged themes about moral 
redemption, nature-versus-nurture, the 
use and abuse of power, reach the sur- 
face of this film. And if they did, one 
suspects Greenaway would be there to 
greet them with a ten-ton costume or 
an invitation to animation. : 

Even the books of the film's title fail 
to lend resonance. Supposed keys to 
Prospero's wisdom, they are Green- 
away's version of a desert island 
library. No Bible; but the complete 
works of W.S. get in a8 volume 24, Else- 
where with the titles and contents it is 
delirium-time in the Greenaway brain- 
pan. “A Book of Mirrors", “A Primer Of 
The Small Stars", “An Atlas Belonging 
To Orpheus”, “An Alphabetical Inven- 
tory Of The Dead", “The 92 Conceits Of 
The Minotaur". . . 

These would lend wisdom? Rather, 
they would add to the sum of human 
madness. They are of course a glorious 
Greenaway joke, gloriously presented 
and animated. But even as we giggle we 
realise what this film-maker is really up 
to with The Tempest. The Swan of Avon 
has been hijacked to make a Greenaway 


Drea 
Pees 









Fa eee es : 
John Gielgud as Prospero 
polling-day. A director mad for systems 
that reveal and deride humanity's 
attempt to find a meaning in life - ever 
since The Falls with its list and details 
of dead people whose names began with 
“Fa" — has taken the play's great pri- 
maries and logged them into his own 
tragicomic system. 

The four elements: the cross-section 
of archetypal characters; the moral-exis- 
tentia) polarities (nature/nurture, Ariel/ 
Caliban). The play becomes not so 
much a great, pure morality fable as a 
blank cheque for Greenaway’s imagina- 
tion. He writes on it his decorative, 
chaotic, postmodernist vision of the 
world as a menagerie of life-types with 
many minor meanings but no all-ruling 
meaning at all, 


* 
“You gotta rob to get rich in the Rea- 
gan era,” says someone in the (nearly) 
all-black crime thriller New Jack City. 
We are in 1986 New York and it looks 
just like 1991 New York, at least as we 
know it in the movies. Black crime syn- 
dicates led by suave, gold-chained mob- 
sters (Wesley Snipes) are pursued by 
ill-paid black detectives (ice T) with 
holes in their socks and possibly in 
their brains. These men believe that 
justice can win through. But we know 
it cannot, Why not? Because the movies 
need crime as much as criminals do. 
Neu Jack City caused riots in US 
cinemas with its tale of crack-dealing 
gangs. Out there In the audience, 
screamed the newspapers, were the 
very people depicted in the film. But 
surely not. As directed by Mario Van 
Peebles from a story by Thomas Lee 


Wright, the tiim deals in trashy, paper- 
thin characters who trade {n arcane 
jive-talk (“You lullaby his ass") and 
depressingly predictable shoot-outs, 
The only vivid moment is when an 
informant with a miniature video-cam- 
era concealed in his belt buckle goes 
mad with panic in the crack factory. 
The propriety of cliche briefly crum- 
bles, then is as swiftly rebuilt. 
* 


in Dying Young, directed by Joel (Flatts. 
ners) Schumacher, a millionaire's son iit 
with leukaemia (Campbell Scott) is 
warmed into love by Julia Roberts, 
Dying is a serious subject, but not here. 
Celestial pianos swoop from the clouds 
over the Pacific coast love-nest. Disap- 
proving Dad makes rumbling noises 
from San Francisco's Nob Hill. And the 
Love Story ~ style conversation ranges 
from culture-vulture piffle ~ Scott is 
working on a PhD thesis that promises 
a revolutionary confusion between Ger- 
man impressionism and the Vienna 
Secession - to tell-me-about-chemo- 
therapy dizziness from “Nurse” 


berts. 

The film died young in America, 
despite Miss R's fan following. Two 
things might have saved it. A keener 
sense of the ridiculous, or the unapoto- 
getic sentimental conviction of Love 
Story itself, That at least had the nerve 
never to tell us it was sorry. 

Pump Up The Volume is a multi-deci- 
bel morality tale about modem youth. 
Teenage ptrate-radio disc jockey 
“Happy Harry Hard-On” (Christian 
Slater) makes anarchic broadcasts to 
the folks at Hubert Humphrey High 
School. Grown-up society, obviously 
sedated by the overdose of aspirates in 
the area, twigs slowly to HHIH's iden- 
tity. By the time they unmask him, he 
has mimicked on-air masturbation 
some 60 times, fielded about a hundred 
suicide calls from unhappy young- 
sters and perforated our is with 
rock music, A film long on noise, short 
on notions, 

Why not take yourself instead to the 
National Film Theatre or Barbican cin- 
ema, where tendrils of celluloid are 
sprouting from the main trunk of Lon- 
don's ail-arts Japanese festival. The 
NFT finds masterpieces from the coun- 
try'’s wide-screen history (Ichikawa's 
The Key, Imamura's Profound Desires 
Of The Gods), while the Barbican prom- 
ises Britain's “largest ever Japanese 
retrospective,” 


Nigel Andrews 





The Alchemist 


SWAN THEATRE, STRATFORD-UPON-AVON 


The Royal euros of 
Company's new luction of 
The Alchemist is full of charm 
and incidental felicities with- 
out ever quite appreciating 
that Ben Jonson's play is one 
of the great English comedies. 
‘The trouble is, once again, the 
size of the stage: the Swan 
Theatre is too small to take it. 
There are times when it looks 
Uke French farce or Alan 
Ayckbourn. Jonson deserves 
better than that. 

So does the RSC. The com- 
pany Js tov good to be reduced 
to this space for such a big 
play with so many fine parts. 
Whenever there are more than 
three significant characters 
around at once, they tend to 
crowd each other out. When 
the dupes of the alchemist 
arrive in a bunch to demand 
redress, it is hard to take in 
the scene as a whole. 

The small stage is also 
responsible for diminishing the 
role of Sir Epicure Mammon 
who, a5 his title suggests (two 
attributes, not just one), is a 
big figure. Sir Epicure has two 
speeches which must rank 
among the very best in Elizabe- 
than/Jacobean drama. When 
he talks about “having his 
beds blown up, not stuffed: 
down is teo hard” and “walk- 


ing naked between my suecu- 
bee" he is up there not only 
with Jonson’s Volpone, but 
also with Marlowe's Tambut- 
laine, Yet you cannot give the 
image even of strolling in tri- 
umph through Persepolis if 
there isn't any room to do it. 
Philip Voss's Briere Unde to 
strut on @ poatage Si , 

Sam Mewies" direction is less 
interested in the dupes than 
the people who set them up. 
This approach has its strengtl 
as well as weaknenses, The 
strength is that it concentra' 
on the alchemist (Subtle), the 
housekeeper (Face) and thei 

artner, Doll Common, w! 
Fork together to defraud the 
gullible. There is a wonderful 
scene, prefaced by 2 Latin 
grace, WI they sit at a table 
and solemnly count their loot. 
Coming at the end of the first 
balf and resuming at the start 
of the second. it is the best 
vignette in the production. 

On the other hand, it is the 
dupes who are the play's real 
characters. They may be flat 
characters in the E.M. Forster 
sense that they do not develop, 
but they are still splendid 
parts, and they come from all 
sections of society: Jonson's 
satire ranges very wide. Apart 
from Sir Epicure, there is Ana- 


hias, the clot Reacon, 

uy Henry. 
Payer ta production he js the 
only dupe fully to realise what 
a he has. 


The for work of the con- 
spirators, if hat is tot 4 
a we 
felittie the role af Doll Com 
mon. Joanne Pearce is very 
fetching in her various wigs, 
but she struck me as a little 
too disciplined: too much the: 
team-player, not enough of an 
individual. 


There remains an enigma 
that I have never understood, 
which is why Jonson called 
Surly, the one character who 
sees through the duping, by 
that name. For unless it is in 
the sense that he nearly spoils 
the fun, there is nothing surly 
about him. This production 
adds to the by hav- 
ing Barry Lynch speak unedu- 
cated English, but fluent Span- 
ish. It doesn’t fit. 

Nevertheless, there is a great 
deal to enjoy and 1 wish only 
that we could see it on a wider 
scale, Even the explosion in 
the under-stage laboratory is 
very mufited bang. The play 
should Jet themselves go a bit 
more, 


Malcoim Ratherford 





Brand 


ALDWYCH THEATRE 


Perhaps it 1s true that 
London's West End theatre is 
about to look up. Certainly 
there is a splendid production 
of Ibsen's Brand at the Ald- 
wych. It is one of Ibsen's ear- 
lier works and the one that 
established his reputation 
across Europe. !t is also one of 
the last that he wrote in verse. 
It is the verse, In a marvel- 
lously effective new translation 
by Robert David MacDonald, 
that makes this production. 

The plot is austere, to put it 
mildly, Brand is a Christ-like 
figure, a priest who believes in 
perfection and the power of the 
will, He lets his mother die 
without going to see her on her 
deathbed. He lets his child die 
rather than forsake his north- 
ern settlement for a milder cli- 
mate. His wife dies as well 
after he has obliged her to give 
the clothes of their child to the 
son of a gypsy. All that is done 
in the name of obedience to 
God, a jealous old testament 
God who, as Brand says, tested 
Abraham with his son. Brand 
believes in all or nothing. 

Tt does not come across quite 
as austerely as it sounds. One 


of tha reasons for this is that. . 


Brand, as played by Roy Mars- 


den, is at first more of an amia- 
ble seeker after truth than 2 
religious fanatic. He smiles, 
has human feelings and even. 
the standards of northern 

forway. a sense of humour. 
The darker side comes later. 

it is the verse that helps. In 
the last year or 30 we have 
become used to rhymed cou- 
plets on the English stage, 
Jargely through the transia- 
tions from French by Ranjit 
Bolt. MacDonald carries the 
technique much further. 

Whereas Bolt tends to speci- 
alise in wit and clever rhymes, 
though he extended his range 
in his translation of Brecht's 
Resistible Rise of Arturo Ui, at 
the National Theatre, MacDon- 
ald goes in for variations all 
the time. His verse can be 
ed ie onl trip- 

g: it can , aS 

when Brand faces his final 
ordeals, 


Without the verse, I do not 
think that the play would 
work. This is genuine poetic 
drama of the kind that would 
have been applauded by T.S, 
Eliot. (Eliot said of Ibsen that 
he was a great prose dramatist 
whose works would have been 
even better in verse, Obviously 


he had not seen a proper ren- 
dering of Brand.) 

There is much else to 
admire. Marsden manages to 
show that Brand is not just an 
insufferabie prig. He has 
double about whether be is 
right in his pursuit 
mentalist faith. His love for his 
son and his wife is real. The 
scene in the second half when 
the child is dead and Agnes 
gets out his clothes on Christ- 
mas Eve is almost unbearably 
painful, yet never falls over the 
“agenesis played by Kim 

genes layed by 

ee ne oe 
whose grows on 

yet who can also look 

as, in the literal sense of the 
word, she must, The produc: 
tlon is presented by Bill Ken- 
wright in association with the - 
Thorndike Theatre, Leather- 
head, is ditected b: 


and iy 
Williams. Life in the nordic 
mountains requires some 
strong scenic effects: they . 
come designer, Bern- 
ard Culshaw. In an aterapt to 
bring epic theatre to the West 
End, the seat prices are £6 and 
£10 only. : 


Malcolm Rutherford 








EDINBURGH FESTIVAL 


Recitals 


Kings 


It is strange to say that, of the 
25 performances I saw in a Sev- 


The morning recitals at this 
year’s Edinburgh Festival were 
chosen to appeal. There has 
been nothing to compare with 
late Beethoven string quartets 
Straight after breakfast down 
in Leith as we used to have - 
festival-going for the truly 
hardened culture vulture, 

Of the recitals gathered 
around the end of the second 
week the most challenging was 
Steven Isserlis’s programme at 
the Queen's Hall. For a start, 
there was a premiere on offer, 
Tavener's Threnos for solo 
cello, a short piece, limited in 


that he does nat always do in 
large-scale concerto appear- 
ances. His performance of Brit- 
ten's Third Cello Suite was 
thoroughly absorbing, because 
he made the music yield so 
much, every turn of the page 
seeming to bring a new mood. 
His Prokofiev Cello Sonata, 
Op.119, matched humour with 
romantic lyriciam. It was 
impossible to let either waft 
past you. Peter Evans was the 
clean and able accompanist, 
leaving Isserlis to take the 
high ground with music-mak- 
ing of winning spontaneity. 


nation to the degree that Isser- 
lis had. Perhaps Dvordk's easy- 
going lyricism, a native gift for 
these Czech players, does not 
provide the scope. Their 
account of the String Quintet, 
Op.97, certainly glowed with 
the required warmth. 

It is a brave solo performer 
who moves from these homely 
surroundings to the chilly 
domed auditorium of the Usher 
Hall, but in this sense at least 
Felicity Lott is an artist who 
bravely goes out to meet her 
audience. The half was better 
filled than for a major orches- 


ser suit with bold orange sash). 
This music always sults her 
and almost any line that took 
the voice upwards or over long 
phrases could be relied upon to 
bring some ravishing singing. 
She does not really communi- 
cate with the words, though, 
Merely making consonants 
clear is not enough. 

After the interval, French 
music: mélodies by Poulenc 
and Hahn, operetta by Offen- 
bach and Oscar Straus, all 
given immaculate support by 
the pianist. Roger Vignoles. 
Again there was a lot of sensu- 


en-day visit to the Edinburgh 
Festival, the best one took 
place in a small circus tent, 
and all too near the madding 
crowd. Big-wheel engines 
whirred, bells rang, and kid- 
dies yelled on the fairground 
outside, None of that, however, 
distracted the audience for this 
late-afternoon show. 

The actor Alan Howard and 
the poet Christopher Logue 
read from Kings, Logue's new 
version of Books I and II of The 
Tiad. Logue made a brief prose 
announcement of the-story-so- 
far; then, for 40 minutes, 
Howard recited from memory 


The quartel of Achilles and. 
Agamemnon became engross- 
ing all over again: and, thanks 
to Howard's effortless diction, 
lines ike “Thrash you until 
your eyeballs shoot.” “Fearful 
as the toad in a python's 
Mouth” and “Then prayed wet- 
cassocked in the winking 
foam" gently branded them- 
selves into the memory. 

Gradually, in voice and 
mood, Howard widened his 
range, conjuring up all the 
bristling tenston between Achi- 
Mes’ challenging martial tenor 
and Agesmemnon's assured 
bass legato. His sheer abun- 
dance of technique, which 


and chorus, I never tired of the 
basic pleasure afforded by the 
cleanness of his vowels: the 
word “superiority” became a 


light six-note descending % 
he kept basic lambic meter 
always alive, 


I have never known a more 
thrilling demonstration that 
Poetry jis something to be 
performed live, and from 
Memory. When Howard stands, 
you see how. with relaxed 
Shoulders and gestures, he 
controls his voice from the 
diaphragm. This central core of 
vitality, together with his 
strong face and lively neck, 
give a really classical essence 
to his performance. 


then, for the final 20 minutes, 
Rete en the poem's 
final section, building up to 
tremendous massed attack by 
the Greeks on the wails of 
Troy. ‘ 

Logue has already tackled 
two books of the Iiad in War 
Music. Kings was published 
this March (Faber and Faber, 
£4.95) and, like War Music, was 
always planned for. 


performance, 

In his introduction, 
acknowledges the critical 
support of Liane Aukin, who 
had already directed War 
Music with Howard for Radio 3 
and some live performances. 





BARI Y te Oop wee 


tral concert the night before. 
Hers was an afternoon 


ally beautiful singing, while in 


caused such lively debate in 
the popular numbers the 


his audience whey he wes a These Rdinburgh performances 


The Panocha Quartet did not 
were directed by her. Ag one © 


scope, really no more than a G 
quite achieve the same in their 


single meditative line; but it the first 21 pages of Logue's After his brilliant long 


was a first performance and  all-Dvotdk programme, the sec- recital, which began with singer found a showbiz sense poem. For the first several leading light with the Royal opening, he and Logue read the who found m 

Edinburgh has oot seen many ond of three recitals given by Strauss songs, though the audi. of fun one had not sus in minutes, Howard perched up Shakespeare Company (the art next section of the poem for with exeirament ee tee 

of those this vear. the group at the Queen's Hall. ence might have been forgiven her. The blue and gold extrava- high, squatting on a tall bar- that failed to conceal art), was some 30 ‘minutes is also afterwards, I testify to thelr 
In addition, Isserlis fils a Their sound is ingratiating, the for expecting something less ganza had come into its own. stool; and at first he employed here a constantly exciting a fine reader, with an impact. 

hall the size of the Queen's playing unfailingly musical; relaxing (Miss Lott's costume - < only the soft tenor upper range resource. He was protagonist, especially good tone to convey 7 

with his personality in a way but it did not seize the imagi- was an eye-smacking blue trou- Richard Fairman of his voice. supporting players, narrator the age of wise old Nestor); and Alastair Macaulay 





about Moscow theatre In the 1920s. 


Leningrad M.LGlinka Choir ina 
(071-928 2252) 


programme of Russian spiritual 


Melvyn Tan, tollowed by a series 
of events on Sat and Sun devoted 


——— at the Staatsoper unter den Lindan 
INTERNATIONAL 


Symphony and Sylvano Bussotti's 
Bergkristall for large orchestra. 






opens on Sun with Madama 


Koropean Cable and 




















Butterfly (East Berlin 200 4762) Tomorrow and next Mon: Marcello songs. The choir sings to the music of 1791, with the For information about other shows, Le, . 

SS Vlotti conducts first modern Rachmaninov's Vespers tomorrow —_— London Classical Players phone Theatreline tram anywhere Satellite Business TV 
f EDINBURGH pertormances of Alberto at Helsinki University (9700 4700) conducted by Reger Norrington in the UK: Plays 08396 420969 (all times CET) 

Franchetti's grand opera Cristoforo (071-928 8800) Musicals 0836 480960 Comedies 
Usher Hall 20.00 Christopher Colombo, with a cast led by Renato Roya! Albert Hall 19.30 Viadimir 0836 430961 Thriflers 0836 430962 MONDAY TO FRIDAY 
Hagwood directs the Academy of Bruson. Sun: Leonid Grin conducts Mil LEIPZIG Ashkenazy conducts Royal ene | GSO | a 
Ancient Music in a Vivaldi music by Wolfgang Rihm (1340 Gewandhaus 20.00 Kurt Masur Philharmonic Orchestra in Tippett’s report eraatignal: Al 
I IDE Programme. Tomorrow and Sat. 400) conducts the Leipzig Gewandhaus Concerto for Double String m@ STRATFORD CNN 


Orchestra In Beethoven's Second 
Symphony, pilus Mozart's Haffner 
Symphony and Sinfonia 
Concertante K364 with sololsts 
Christian Funke and Kari Suske. 


Orchestra, Glazunov's Violin 
Concerto with Kurt Nikkanen, and 
Walton's First Symphony. 
Tomorrow: Peter Eotvos conducts 
world premiera of Peter Paul 
Nash's Symphony, plus Britten's 
Serenade for tenor, horn and 
strings, and Sirtwistle's Earth 
Dances. Sat: Tennstedt conducts 
Besthoven’s Ninth. Sun and Mon: 
Orchestre de Paris (071-823 9998) 
THEATRE 


Nationa! Theatra: 
@ The Miser by Moliere (1668) 


Royal Shakespeare Theatre 19.30 
The RSC's new production of 
Romeo and Jutiet has just opened, 
In a production directad by David 
Leveaux and with a cast led by 
Clare Holman and Michael Maloney 
(tonight, also next Mon, Tugs, 
Wed). Tomorrow: Twelfth Night, 
Sat: Henry IV Parts 1 and 2, with 
Robert Stephens as Sir John 
Falstatt (0789-295623) 

Swan Theatre 19.30 Sam Mendes' 
new production of Ban Johnson's 
comedy The Alchemist has a cast 


Jiri Belohlavek conducts the Czech 
Philharmonic Orchestra. Sun: 
Jessye Norman, accompanied by 
Philip Moll, gives the closing 
concert of this year's Edinburgh 
Festival. Morning recitals in 
Queen's Hall: Tatyana Nikolaeva 
plays piano music by Shostakovich 
tomorrow, followed by a song 
recital by Thomas Allen on Sat 
(031-225 5756) 

King's Theatre 19.00 Nicholas 
McGegan conducts first night of 
new Scottish Opera production 


@ GENEVA 


Grand Casino 20.30 Mario Venzago 

conducts a concert performance 

of Othmar Schoeck's opera Venus Repeated tomorrow, Sun: Chris 

(1922), with a cast led by James Barber Jazz and Blues Sand (7132 

O'Neal and Lucla Popp (289982) 252) 

ST Cpernnaus al naw seaenn opens 
on Sat wi je Zauberfldte 

@ HAMBURG conducted by Lothar Zagrosek 

Musikhalle 20.00 Zubin Mehta {also Sep 3, 6), follawed by Tosca 

conducts Israel Philharmonic 


on Sun (7168 273) 
Orchestra in Mozart's overture a REESE 





TODAY'S EVENTS 





g AMSTERDAM 
Concertgebouw 20.15 Jean Fournet 
conducts Netherlands Radio 
Phifharmonic Orchestra in music 
by Dukas and Ravel, Including the 
Piano Concerto In G with soloist 
Imogen Cooper. Tomorrow: 
Reinbert de Leeuw conducts 
Rotterdam Philharmonic Orchestra 


review of th ‘a major 

ness stories wi ae Perry end 
Calin chapman 

2300-2330 Wor! 

0100-0130 Monayiine Tear, 


Superchannel s 

2220 - 2280 (Wed) Financial Times’ 
Business Waskly - the latest, 
round-up of business naws with | ° 


James Betlinl and Debble Middle- 
nm, 









In music by Ravel, Schoenberg of La clemenza di Tito, staged by to Die Zaubarfléte and Symphony can be sean tonight, tomorrow and —ted by David Brad! 0830 & 2030 (Thure) Financial. 
and Audi Stephan. Tomorrow in Stephen Wadsworth and sung in No 41, plus Dvorak's New World B LONDON Sat in the Olivier: direstod by eB also nant Moree Times Business Weekly 
the Kleine Zaal: Ravi Shankar English. Repeated on Sat (031-225 Symphony. Tomorrow: Michal MUSIC Steven Pimiatt, with a cast led by Wed). Tomorrow: Shakespeare's Sky News 


Tabachnik conducts Varese and [200 Internstional Business 


Brahms. Sat at 21.15; Mehta 
conducts Mahler's Ninth. Sun: tngo 
Metzmacher conducts all-Varase 


Eleanor Bron and Charles Kay. 
Next Mon, Tues, Wed: The White 
Devil, John Webster's tale of 
Jacobean corruption, directed by 


youthful love story The Two 
Gentlemen of Verona, Sat: 'Tis 
Pity She's A Whore by the English 


Collseum 19.00 Jerzy Maksymiuk 
conducts Don Giovanni, in a 
production by Jonathan Miller 
restaged by Francesca Joseph. 





§756} 

Playhouse Theatre 18,45 Ballet 
of the Deutsche Oper, Serlin, 
presents Ring Round The Ring, 


concert. Sat: Challly conducts the 
Royal Concertgebouw (6718 345) 
ES TS 






2190 (Thurs) Financlal Times Bus!- 
ness Weeldy ye 


SATURDAY 








BERLIN , Renaissance dramatist John Ford 

a a4 four-hour Béjart extravaganza programma. Next Mon and Tues: Steven Page sings the title role, Phillp Prowse. (0789-295623) CNN 

Deutsche Oper 19.30 Heinrich inspired by Wagner. Tomorrow, Czech Philharmonic Orchestra with Jane Eaglen as Denna Anna. @ Long Day's Journey Into Night ey 9800-0530 Moneytine 

Hollraiser conducts Der fliegende Sat and Sun: Peter Schaufuss’ (448826) Tomorrow: David Atherton conducts (tonight at the Lyttelton), is Eugene Eoin re eens Tay. 
Hollander, with Simon Estes as Berlin production of Gisella en §—evival of Tim Albery’s production O'Neill's masterplece of family @ VIENNA 1840-1810 Monee 

the Dutchman and Sabine Hass {031-225 5756) @ HELSINKI of Billy Budd, with Philip Langridge —gullt, diracted by Howard Davies Auersperg 20.00 Avedis 1900-1820 World Business This | 
as Senta. Tomorrow and Mon: John ‘St Bride’s Centre 19.15 Open as Vere, Sat: Werther (071-836 and starring Prunella Scales and Kouyoumdjian plays plano music a ‘ 





2110-2140 Your Money 






Dew's production of Les Theatre of Geigrade presents Finlandia-huset 19.30 Jukka-Pekka 3161) Timothy West. Tomorrow and Sat, by Haydn, Mozart and Beethoven 















Huguenots. Sat: Hollreiser conducts Anoullh’s play The Ladies’ Band Saraste conducts the Finnish Radio Royal Festival Hall 19.30 John Eliot + fan McKellen gives his Olivier (4000 8400) SUNDAY 

the Ponnelle production of Fidallo. {L’Orchestre), in its first Symphony Orchestra in Gardiner conducts the English Award-winning performance in Natlonatbibfiathek 20.00 Manfred Supershannol Bas | 
Sun: Die lustigen Weiber von professional staging in Britatn. Stravinsky's Scherzo 4 ja Russe Baroque Sololsts and Monteverdi Shakespeare's Richard iH]. Huss conducts the Haydn isuoaee Hu oa Westy é 
Windsor (West Seriin 3410 249) Repeated tomorrow and Sat and Petruschka, with Nikolai Petrov Choir in @ concert performance @ White Chameleon (tonight at Sinfonietta of Vienna in music by T Business Weekly 
Schausplelhaus 20.00 Walter Weller (031-225 5756) soloist in Rachmaninov's Second of Die Entfhrung aus dem Serail, the Cottesloe) is Christopher Haydn and Mozart, with violin Sky Newa ae 
conducts the Berlin Staatskapelle Piano Concerts. Tomorrow and with Luba Orgonasova as Hampton's semi-fictional evocation _ soloist Simon Standege (825208) ‘1030-1700 FT Business Weeldy . | 
in Glinka’s overture to Ruslan and @ FRANKFURT Sat: violin recitals by Sergey Konstanze and Kurt Rydi as Osmin. af his childhood in Egypt in the Odeon 21.00 Dance in Vienna CNN s 
Ludmilla, Dvorak’s Fifth Symphony Stadler. The Helsinki Festival runs This ig part of the South Bank 1950s. Tomorrow and Sat, the season: the final guest is Carlotta 0710-0749 Moneyweek 

and Giazunov’'s Violin Concerto, Alte Oper 20.00 Diego Masson till Sep 8 (9700 4700) Mozart Now Festival. Tomorrow Cottesloe is showing Keith Jkeda from Tokyo, with a work iworton ro Money 






in the Queen Elizabeth Halt; recital 


Dewhurst's new play Black Snow, 
by Arleen Auger accompanled by 


based on Bulgakov's satirical novel 


conducts the Orchesira Giovanile 
Itatiana in Richard Strauss’ Alpine 


Uspenski Cathedral 19.00 Viadimir 


entitle Ri 
Chernushenko conducts the id Utt. Repeated tomorrow 


with Frank-Peter Zimmermann, 
and Sat (245562) 


0049-0136 Inside Business 
Repeated tomorrow. The season 
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better off 


Bite Club World to 


the USA. 








Fly British Airways (full fare, any class) to the USA or 
Canada before che end of the year and you can collect up 
to six times the usual number of Air Miles. Which on a 
return Club World flight to Los Angeles, for example, could 
be a free return trip to Rome. To join the scheme, sec 
your travel agent or call 0293-511806 (or your member- 
ship enquiry line, if you’re an Executive Club member). 
And on your next business trip, cam yourself a bonus. 


CLUB WORLD 


BRITISH AIRWAYS 


The worlds favourite airline. 
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Europe 


and 


Yugoslavia 


A DECISION which could 
shape the future of Europe 
awaits the European Commu- 
nity. It is whether or not to 
recognise the independence of 
the two Yugoslav republics of 
Slovenia and Croatia, The 
choice is not easy. 

Slovene and Croat officials 
Can argue that western recog- 
nition of the three Baltic 
republics opens the way for 
their own recognition. But the 
Baltic case is sui generis. The 
forcible incorporation into the 
Soviet Union of Latvia, Lithua- 
nia and Estonia in 1940 was 
never accepted by the interna- 
tional community. And, as EC 
ministers pointed out on Tues- 
day, the recognition of the Bal- 
tic republics does not automat- 
ically legitimise claims from 
other independent-minded 
republics. 

At the same time, any deci- 
sion by the EC with regard to 
Slovenia and Croatia must not 
be solely motivated by the 
need to mak i 


Serb nationalists, backed by 
the federal army, have 
attempted to change Croatia's 
borders by force with the aim 
of carving out a Greater 
Serbia. Serbia now controls 
nearly 20 per cent of Croatia's 
territory, the annexation of 
which can never be acceptable. 
Mr Slobodan Milosevic, the 
president of Serbia, undoubt- 
edly relishes the confusion 
among the Twelve vis-a-vis Slo- 
venia and Croatia. There is a 
danger that if the Community, 
after weeks of well-intentioned 
mediation, fails to recognise 
the independence of Slovenia 
and Croatia, it will be read in 
Belgrade as a sign of approval. 


Considerable grounds 
The grounds for recognising 
Slovenia and Croatia are con- 
siderable. Besides the histori- 
cal point that they never chose 
to live in a communist Yugo- 
slavia, the citizens of these two 
republics earlier this year 
voted for independence from 
the Yugoslav federation. Their 
declaration of independence on 
June 25 was an expression of 
their desire to escape from life 
in an authoritarian state; feel- 
ings have been strengthened 


by the behaviour of the Serbi- 
an-backed army in recent 
months. 

Since June, Slovenia has 
taken control of its borders, its 
foreign and domestic policy, 
and its own defence and secu- 
rity; it thus meets accepted cri- 
teria for statehood. The fact 
that Slovenia also has a free 
press, respects human rights 
and is on the road to a market 
economy, makes it a welcome 
member of the European com- 
munity of nations. Although 
Croatia qualifies for recogni- 
tion on technical grounds, its 
record is far less appealing. It 
has been slow to reform its 
political and economic system 
and has been dilatory in reas- 
suring the 600,000 ethnic Serbs 
who live inside Croatia that 
their ethnic and cultural rights 
will be respected. The Euro- 
pean community will thus be 
right to make a distinction 
between Slovenia and Croatia 
in the pace of the recognition 
process. 


Formal demise 
Recognition by the Twelve 
certainly has momentous 
implications. Since, the non- 
elected federal government 
consistently opposed secession 
unless it was negotiated, it 
spells the end of the federation 
and the formal demise of Yugo- 
slavia. But since Slovenia's 
efforts constitutionally to nego- 
tiate its independence from the 
federation have been repeat- 
edly blocked by the Serbian- 
dominated collective presi- 
dency, that cannot be 
advanced as a reason for inac- 
tion. Mr Milosevic must not be 
allowed to re-shape the Bal- 
kans according to a narrow 
and repressive Serbian vision. 
Equally, however, the Com- 
Munity has to understand that 
defying Mr Milosovic on the 
future of Slovenia and Croatia 
will not stop him. All that can 
be achieved is an appropriately 
timed recognition of two 
breakaway republics, contin- 
ued pressure for a mediated 
peace process and the clearest 
possible declaration that those 
whose politics involve the forc- 
ible redrawing of international 
borders will never qualify for 
membership of Europe's eco- 
nomic and political system. 


Monetary cures 


MUCH of the failure of British 
economic policy in the late 
1980s stemmed from the Trea- 
sury's inadequate response to a 
dramatic change in the struc- 
ture of the private sector's bal- 
ance sheet. That upheaval in 
turn was driven by financial 
liberalisation and excessive 
optimism, fostered by the lon- 
gest post-war recovery. The 
government's inability to grasp 
the strength of the forces it 
unieashed on the economy has 
now caused it to impose a mon- 
etary squeeze which is almost 
as tight as that of the early 
1980s. The question now is 
whether this one-off adjust- 
ment in the private sector is 
already compiete and how far a 
deregulated financial market is 
compatible with stable growth. 
The severity of the recession 
almost certainly ensures that it 
will be a long time before pri- 
vate individuals are prepared 
to increase debt much beyond 
present levels in relation to 
income. Yet the existence of 
substantial unused collateral 
in the housing market points 
to some residual risk of a mini- 
credit boom in the 1990s. Hence 
the validity of the question 
raised in an article by JR Sar- 
gent in the latest National 
Institute Economic Review: is 
there a case for a return to a 
regulated financial system? 
The shortcomings of a mone- 
tary policy that places exclu- 
sive reliance on interest rates 
have already been exposed by 
the Lawson boom. It is not sim- 
ply that interest rates take a 
long time to bite in a deregu- 
lated market; even penal rates 
of interest will fail to deter bor- 
rowers when asset prices are 
rising as fast as house prices 


Holiday 


WITH FOUR uninterrupted 
months of work until Christ- 
mas, the National Economic 
Development Council ee 
posed a new 0) 

the third week of October. The 
Graderinds at the Department 
of Employment and CBI were 
quick to disparage the “Har- 
vest Holiday" as a blow to com- 
petitiveness, 

The threat to the national 
interest should not be over- 
done. it is the quality of work 
which matters, not the quan- 
tity: working non-stop through 
the autumn almost certainly 
means productivity is lower in 
December than in August. 

But if the UK economy 
depends on having the lowest 
number of statutory holidays 
in the EC, the unloved May 
Day holiday could be dropped 





rose in the late 1980s. 

Yet the alternatives are 
scarcely more palatable. Regu- 
lating finance is no longer syn- 
onymous with regulating 
financial institutions. In the 
absence of exchange conirols, 
which are neither feasible nor 
desirable, the scope for avoid- 
ing regulation is infinite. The 
efficiency gains from deregula- 
tion would be lost as re-regula- 
tion introduced fresh distor- 


tions. 

That is not to say that all 
attempts at re-regulation are 
bound to fail. The case for 
loan-to-value ratios in the 
mortgage market, which would 
deprive bankers of security for 
rash loans, bears consider- 
ation. Yet it remains i 
that in the US, which went 
through a similar process of 
deregulation in the 1980s, the 
Federal Reserve's approach to 
monetary control not only 
relied exclusively on interest 
rates, but succeeded in pre- 
empting serious inflationary 
pressures. The US failures lay 
chiefly on the side of supervi- 


sion. 

The shortcomings of British 
monetary policy will presum- 
ably be addressed through 
membership of the Exchange 
Rate Mechanism..In the mean- 
time there is ample room for 
improvement in the Treasury’s 
forecasting record. Here Mr 
Sargent flies an interesting 
kite: a British equivalent of the 
Council of Economic Advisers. 
There are plenty of practical 
objections. But there may be 
something in the more general 
principle of introducing some 
independence into a forecast- 
ing process that is vulnerable 
to political manipulation. 


work 


to compensate. The weather 
has never been Kind to this 
import, and the proletarian 
internationalism it celebrates 
has lost its cachet. Getting rid 
of it would eliminate the clus- 
ter of three bank holiday Mon- 
days in as little as six weeks — 
which does disrupt production. 

The NEDC also suggests 
anchoring Easter to the second 
Sunday in April. This might 
simplify life for schools and the 
tourism industry, but it would 
leave the UK out of synch with 
the rest of the EC, with 
exchanges, banks and busi- 
nesses closed when their Euro- 
pean counterparts were open, 
and vice versa. Interfering 
with religious observances 
looks to be a duty which West- 
minster could usefully relin- 
quish to Brussels. 


he defeat of last week's 
attempted coup and the end 
of the Communist party's 


hold on Soviet life were the 
easier of the herculean labours facing 
the peoples of the Soviet Union. Now 
comes the hard part: reforming the 
Soviet economy in the midst of cata- 
strophic collapse and apparently irre- 
sistible pressures for political dissolu- 
tion. Can it even be done and what, if 
any, role should the west play? 

‘The question of western aid must at 
last be addressed. Contrary to the 
bleating, largely from the left, about 
the west’s failure to support Mr Gorb- 
achev, the topic was not worth seri- 
ous discussion until now. 

The view that greater assistance to 
the Soviet Union would have pre- 
vented the coup is politically implau- 
sible and economically illiterate. In 
the pre-coup Soviet Union, where 
shortages and growing economic dis- 
array were the result of suppressed 
hyperinflation and the collapse of cen- 
tral planning, aid would have been 
worse than useless. It would have 
made it still easter for the hierarchy 
to postpone changes that it was evi- 
dently unwilling to make. 

All has now changed. The old com- 
munist power structure committed 
suicide last week. The power of the 
Communist party apparatchiks to 
obstruct reform, the capacity of the 
military to extract resources and the 
determination of the KGB to intimi- 
date private entrepreneurs have all 
gone. Like the countries of eastern 
and central Europe before it, the 
Soviet Union can at last embark on 
serious reform. Unfortunately, the 
revolution that has made an economi- 
cally successful reform politically con- 
ceivable has also made it technically 
still more difficult. 

The difficulties are not just the 
well-known ones: the breakdown of 
central planning, the collapse of fiscal 
and monetary discipline, imminent 
hyperinflation, the disappearance of 
virtually all wage discipline and the 
growing risk of default on the Soviet 
external debt. In these respects the 
situation is dreadful, but not far 
worse than in Poland in 1989. Such a 
crisis can even be a stimulus to 
reform rather than an obstacle. 

Nor is the difficulty the hostility to 
entrepreneurs, excoriated as “black 
marketeers” and “speculators”, and 
the ignorance, throughout society. of 
what a market economy is and how it 
works. Even in these respects the 
Soviet Union may not be that much 
worse than other post-communist 
countries. What makes transforma- 
tion of the Soviet Union almost 
uniquely difficult is that on top of the 
adjustment from the old economy to 
the new, which experience in eastern 
and central Europe has shown will be 
protracted and severe, now comes the 
wistavegration of the Soviet Union 


Fresitent al th et Gorbachey 
argues that “: ic of our lives 
for centuries of history show that 
splitting apart... would be death for 
our people”. He is right. A breakdown 
in internal commerce within the 
Soviet Union, coming on top of the 
10-20 per cent decline in gross domes- 
tic product already likely this year, 
would inflict something close to eco- 
nomic death. There might and, in the- 
ory, should be economic life after 
such death. But the consequences of 
internal economic collapse for inter- 
ethnic and inter-republican conflict 
are terrifying. 

A paradoxical feature of the present 
rush for the exit is that the domi- 
nance of Russia, which is what the 
other republics fear, is why it alone 
can contemplate economic disintegra- 
tion with equanimity. Responsible for 
61 per cent of net Soviet output and 90 
per cent of its output of oil, possess- 
ing three quarters of its area and half 
of its population, the Russian Federa- 
tion is a colossus among pygmies. 
With exports to other republics at 18 
per cent of net material product (see 
chart) in 1988, the disintegration of 
the Soviet Union would be very pain- 








Martin Wolf argues that political autonomy 
for the republics could lead to the 
disintegration of the Soviet economy 


Breaking up Is 
hard to do 


fican trade . 


ful for Russia, but it could survive, 
even in the short to mediwn term. 
For the other republics, however, 
the adjustment would be traumatic. 
This is true even of the Ukraine, 
though it is a good-sized Tepablic of 
cen ele ee Soviet 
population — and generates 16 per 
cent of net Soviet output. Together, 
Russia and the Ukraine mal up the 
bulk of the Soviet Union, with 
80 per cent of its output and area and 
per cen! population 
The addition of Belorussia and Kaz- 


akhstan brings the total to 86 per cent Council for Mutual Economic Assis- rouble -_a shift towards republican 
ot povie Output i ia : tance (Comecon), traumatic though it autarky is still more likely. Such — 
tan moves have already played an impor- 
tagabiion eoukt bis je a : | taut part in the enonoatic decline of 
Soviet economic dis-union. Exports to A breakdown In internal . the past two years and would make it 
other republics were equal to 31 per commerce, coming on top _ still worse in the future. 
cent of Kazakstan’ ret tarcra, of the decline in GDP ——alplanning was one way to organise 
per cent of its gross domestic prod- already likely this year. internal trade. Horizontal links 
uct), Inter-republican exports y Dxely year, among profit-seeking enterprises are 
‘ ". would inflict something the only other one. If moves to the 


ee oe Oe et te 


Union would offer no easy escape 
from a collapse of internal Soviet 
trade. Traditional links with eastern 








net material for Belorussia i 

ie See as teat close to economic death 

cent, highest of all the republics, 

though not much higher than for sev- has been, is but a pale shadow of 

eral others. what would happen to the Soviet 
Even such understate the republics. In 1988 the ratio of exports 


effects of a collapse in inter-republi- 
can commerce in this economy. The 
joint report from four international 
agencies released at the end of last 
year laments that “an estimated 30-40 
per cent of total industrial output is 
accounted for by products for which 
there is but a single manufacturer.”' 
The Central Intelligence Agency notes 
that “the Soviet Union's entire output 
of potato, corn and cotton i 

machinery comes from single facto- 





to Comecon to net material product 
was 20 per cent for Czechoslovakia, 16 
per cent for Hungary, and only 9 per 
cent for Poland. These figures are far 
lower than those for the dependence 
upon one another of all the Soviet 
republics, but one. 

The internal commerce of. the 
Soviet Union must be sustained, 
whatever happens to its political 
arrangements. This should be an 
overriding objective of the republics 






of the Soviet Union. It must be a big 
concern of the west as well 

Yet the survival of such commerce 
is far from On the con- 


trary, between independent states 


with comprehensive controls over 
their economies and no common or 
convertible currency, the collapse of 
trade is almost certain. Controlled 
economies always tend towards 
autarky. In the Soviet case - where 
one of the main reasons for the search 


for independence is to pro- 
tect repeiatieen resources from the 


market were important before the 
coup, they have now become vital. 


Only on the basis of private property 


and free trade is there hope of sus- 
taining economic links amongst the 
constituent republics of the Soviet 
Union. To the extent, therefore, that 
republican autonomy is sought by old- 
style communists as a way of main- 
taining their position, the chances of 
maintaining inter-republican trade 

Market relations and free trade 
among the republics must, therefore, 
be an essential element in any modi- 
fied version of the Aawed Union 
treaty, whose signing was rudely 
interrupted last week. Equally impor- 


is the absence of inter- 

tent, powever, is et wh many 
ics thinking of issuing thei 

ree erencies as a replacement for 

the rouble, such controls would seem 

inevitable. With the rouble becoming 

worthless, the peoples of the Soviet 


Union need a new monetary constitu. 


Probably the best alternative would 
be to make the rouble a common 


currency backed either by com- 


Soviet 

modities or by foreien exchange. Such 
a currency would by definition not be 
prey to political manipulation either 


by the centre or by any republican. 


vernment. It could only be intro- 
dueed after devaluation (and infla- 
tion) of the current rouble, or after 
demonetisation of a part of the exist. 
ing monetary stock. There could then 
be no monetary financing of fiscal def 
icits, be they at the centre or republi- 
can levels. 


‘Such an outcome could also be 


achieved, at least in theory, by adopt- 
ing the draft treaty on economic and 
monetary union of the European 
Community. But who would have cov- 
fidence in any Soviet money imposed 
ne inferior alternative would be to 
make the rouble the currency of Rus- 
sia alone. The Russian government 
would be responsible for maintaining 


lics would then have to be convertible 


into the rouble (though not necessar- 
ily at a fixed exchange rate). Such an 
arrangement would, in effect, repli- 
cate the exchange rate mechanism. of 
the European Monetary System. (It 
may be noted that, under such an 
arrangement, once one culTency is 
made convertible into non-Soviet cur- 
rencies, they would all be.) 

Tn addition, the fiscal crises of the 
Soviet Union and the republics mast 
be resolved. How precisely this is 
done would have to depend on 


‘whether any central government 
would retain substantial responsibili- ° 


ties. But internal trade could probably 
not be sustained in the short term 
without inter-republican fiscal trans- 
fers. One only has to look at ‘what 
would happen to the trade balances of 
Russia and the remaining republics 


following a move towards world 


Prices. 

The oo 0. radical reform 
presen: ol govern- 
ment may have collapsed. But 
the disintegration of the Union has 
increased the need for reform, while 
making it more difficult. A treaty. 
creating an economic union is essen- 


given — strong western support. 
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“and its ‘formidable investment - 
i nt, mitments, the German car maker is 





clearing banks’ attitude to 


outlining an.example where! 


by 
a client of mine had seen the 


margin over base rate on its 
borrowings ™more than double 
through apparently new 
practice of overdrafts 
using managed rates. In brief, 
my client. was previously 
charged at 2 per cent over base 
and Lloyds -then to 
amend this to 13 per cent per 
month — with base rate at 11 


B. 
su 


finan- 





y I 
the 3m-barrier with sales 
increasing to 3.03m from 
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itors we have 


Mr E Whitley. 


small businésses I wrote to the «4: 
chancellor_of.the exchequer - 


in 


element. Any such response 
ust-be dependent upon, first, 
‘Femoval of all Soviet forces 
proper compliance with the 
terms of arms reductions 
already agreed, ie, rectification 
of the cheating whereby Soviet 
tanks have been transferred 
from the army to the navy. 

To concentrate solely on 
clarifying control of the Soviet 
nuclear arsenal, without 
ad conventional arms, 
now, while the country is in a 
supplicant position, would be 
to store up a far worse problem 
for the future. 


general election approaching 
British politicians of all parties 
appear generous. jor, 

his G7 deliberations, would do 
well to recall that, over the 
years, the Russians have 
proved adept at using the 
west’s butter to make their 


Edward Whitley, -- . 
Lodge, 


From Mr James Hutchings and 
Sir, During last week's coup 


we were both in the Soviet: 


Union; not in Moscow, ‘but 
some 2,000 miles away in-the 


central Asian republic: of 
Kirghizia. 


We had been invited 


purchase 

the Skoda acquisition, he insists, 
namely the takeover of an additional 
Frand name, re to a new market, 

je purchase production 
and the associated sales and Sieribe. 
tion i channels and market share. — 
“In contrast to many of our compet- 
succeeded in entering a 
region which for us was a blank space 


@ It is seeking to establish itself as 


LETTERS 





rl sm Ut SIs 


the leading western car maker in 
China with a total capacity of about 
800,000 vehicles a year. by the mid- 
1990. It wit build 150,000 cars a year 2% 
by 1996 through a 40 per cent stake in 
a joint venture with the First Auto- 
mobile Works in Changchun in 
north-east China ~ its second Chi- 
nese joint venture. VW wants to 
develop a low-cost manufacturing severely cl 
base in Asia and the DM1.5bn project iti 
will include engine and gearbox emissions 
Plants as well as car assembly. 

In Japan VW hopes to increase 


plants in 1988. 


ae Soviet Union, the 
st and business 


to explore opportunities for 
trade and investment i 


by Brit- 
ish companies, 

We found a republic eager to 
establish links with foreign 
investors and with probably 
Deamon alone with the Rus- 
sian Federation and Kazakh- 
stan, in the Soviet Union. 

izia has a population of 

5m but the geographical size of 
west Germany. It has a wide 
range of untapped mineral 
, breathtaking scenery 

with much potential for sensi- 
tive tourist development, and a 
well-educated, but low-wage 


force. 

We also found that while 
companies from South Korea, 
Japan, the US and other coun- 
tries were busy establishing 
contacts and business in Kirgh- 


Unemployed not sign of labour market flexibility 


From Mr Chris Dillow. 

Sir, James Barty (Letters, 
August 23) is wrong to claim 
that the number of Se 
ployed people finding work is 
2) though 20 per cext more 
ae left the unemployment 
register in July this year than 
a year ago, this increase may 
not have been due to more peo- 

ing work; given. 


that (recorded) vacancies have 
continued to fall, this is 


unlikely. a3 
intend, they could have 


estat sete rs TORINO CaS a 


joined a training scheme, with. 
drawn their claim because of 
the crackdown on benefit 
fraud, or simply -been discour- 
aged by high unemployment 
from looking for work. 

Even if more people are find 
ing work, this could merely be 
evidence of a recovery, rather 
then of labour market flexibil- 
ity. Moreover, the flexibility 


-Mr Barty has in mind seems to 
“be increased labour market 


turnover. Is this really 2 good 
ing? Such high 








led jobs. Are these the founda- 
tion on which to base a sus- 
tainable recovery? 

Therefore Mr Barty appears 
to have drawn a false conclu- 


UK economist, i 
Nomura Research Institute 


Nomura House, 
iS Martin's le-Grand, 


- London BCI 
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_ Volkswagen shifts 
: into a global gear 


The launch of the new Golf holds the key to VW’s plans for 
expansion in Europe and north America, says Kevin Done 












dimension, -and. on the map,” he says. sales through a co-operation deal with 
group is ‘“fully- In central Europe - the former Toyota, a leading global rival, which 
the extra load. East Germany, Bul- ig to sell VW/Audi cars through one of 

“We still rm Wi orn com- aria, Poland, Romania and Hungary its local distribution channels. 
fortable liquidity.-People.always have - VW expects sales to jump from @ In Mexico VW is increasing capac- 

roblems interpreting our: financial about 863,000 in 1989 to 1.5mr1.8m in ity by 50 per cent and aims to use the 
Bgures. We are. conserva- 1995 and 215m-2.5m in 2000. country increasingly as its low-cost “In the US 
tive.”. eta Eastern Europe is only part of the production base for north 

- VW group's planned global expansion: having abandoned its US assembly 






Hypocrisy and 
problem of age 
discrimination 
From Mr Daniel Vulliamy. 

Sir, The Department of 
Employment has recently been 
urging employers to be less dis- 
ceriminatory in respect of age in 
their employment practices. 


Now we the depart- 
ment’s own staff are “unhelp- 
thetic 


ful, unsympat : 

sive” towards older job seekers 
(“Jobcentres accused of age 
discrimination”, August 14). 

It is frankly hypocritical of 
the government to bemoan 
continued age ination 
by employers when it practises 
such discrimination itself and 


when it has just removed the 
only legal weapon against 
some forms of age discrimina- 


relating to age or other per- 
sonal factors, except where 
directly relevant to the job. 
Codes of practice are not 
themselves law, but are admis- 
sible in law. The effect was 
that the 1972 code could be 
used to win unfair dismissal 
cases where selection for 


lundancy was based 
but not to age dis- 
crimination in recruitment or 


promotion for which there is 
no framework legislation. 
Rather thar strengthening 
restrictions on age dis- 
tion in employment, 
the government revoked the 
code in June of this year. As a 
result, the only forms of age 
discrimination which can be 
challenged are those which 
= sole. the eaition of 

(for example, 
age conditions in recruitment 
which exclude most women 
who have taken career breaks 
to raise children; or discrimina- 


the customer is the undisputed king.” 
@ One of VW's most important 


Barcel 
® In Portugal, together with Ford, 
the VW group is venturing intd a new 
segment of the European car market 
in a $28bn project to and 
produce a range of minivans, seven- 
ight seat high-roof estate cars 
type pioneered in Europe by the Ren- 





The car has also been designed to be 
recycled at the end of its life. 

The current Golf has established 
itself firmly as the unchallenged 
leader in the European car market, 
and the new Golf, which will eventu- 
ally be produced at six VW plants - 
Wolfsburg and Mosel in Germany, 
Belgium, Mexico, South Africa and 
Yugoslavia - can have no lesser goal. 

Mr Tom Mason, sales and market- 
ing director at GM Europe, which is 
launching the Opel/Vauxhall Astra 
admits: “There are certain product 
launches and market segments that 
are critical for our success. In the 


compact segment with the 

the Golf you end up betting the farm 
every time. It is such a large part of 
the volume.” 








BOOK REVIEW 






Dream street to 


mean 


here was @ time back in 

the late 1950s when 

Madison Avenue 

seemed af if it was one of the 

most glamorous streets in 
Manhattan. 

ae hate somes vars 

were 

crammed with savertising 


agencies and when the ad 


industry was on a roll. Holly- 
wood producers set their mov- 
jes in the agencies’ swanky 
offices. Academics churned out 


i advertising 
medium. And Martin Mayer 
wrote a book, Madison Avenue, 
USA, on how America had 
become the advertising capital 
of the world. 

For his new book, Whatever 
Happened to Madison Avenue?, 
Mayer went back to see what 
had happened to the US adver- 


i industry in the interven- 
mehr decades. 

‘The picture he paints is dis- 
piriting. Madison Avenue itself 
is different. All but a handfu) 
of the agencies have been 
chased away to cheaper rentals 
in downtown Manhattan. 
‘These days the only Hollywood 
movies set in ad agencies tend 
to be scabrous satires. And 
most of the academic tracts on. 
eee are penned by busi- 
ness 5¢] professors opining 
on the industry's woes. 

The US advertising industry 
is in trouble. It has shrunk in 
size and stature. It has also 
been preyed upon by avari- 
cious UK com such as 
Saatchi & Saatchi and the WPP 
Group that now own some of 
the most prestigious names in 
American advertising. 

Perbaps the most poignant 
testimony to its plight is the 
story of how last summer the 
Association of American 
Advertising Agencies, the 
trade body, ran a publicity 
campaign based on a study 
into advertising effectiveness 
conducted by the Ogilvy Cen- 
tre research organisation in 
San Francisco. A few months 
jJater the Ogilvy Centre was 

josed because of the financial 
problems of WPP, its parent 


company. 

Mayer offers a thorough 
analysis of the reasons for the 
advertising agencies’ plight. 
The fragmentation of the US 
media; the growing power of 
the retail sector; the crippling 
legacy of the leveraged buy- 
outs that swept across US 
industry in the 1980s; and the 
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WHATEVER HAPPENED 
TO MADISON AVENUE? 
By Martin Mayer 


Little, Brawn $22.95, 369 pages 
a 


growth of alternative forms of 
Promotion, such as database 
marketing, are all cited as con- 
tributors to the decline. 


Mayer sketches a gloomy sce- 
nario in aan the industry 

not only strugging 
with the same problems that 
beset it in the 1960s but will 
also face a new set of pressures 
for the 1990s. is 

me younger compa- 
nies, hgaeny te Gap fashion 
group, are by-passing agencies 
to organise their own advertis- 
ing. Meanwhile, retailers are 
exerting even greater influence 
over marketing. Mr Mayer sees 
in-store promotion ~ every- 
thing from the commercials on 
supermarket muzak tapes to 
the ‘Videccart’ shopping trol- 
leys that relay commercials on 
video screens - as a fast-grow- 
ing medium. 

In short, the US agencies 
face a future in which advertis- 
ing is no longer the dominant 
marketing medium. The logical 
solution is for them to adapt by 
providing the new forms of 
promotion which will absorb 
More and more of the market- 
ing budget. 

The problem is that neither 
Mayer, nor the agency chair- 
man featured in his book, seem 
to know how to go about it. 

Whatever Happened to Madi- 
son Avenue? is filled with 
accounts of misty-eyed ad exec: 
utives reminiscing about the 
good old days when advertis- 
ing was a fun business, when 
they dealt directly with presi- 
dents, rather than the junior 
marketing managers they deal 
with today. 

What they do not do is dem- 
onstrate that they are either 
able, or willing, to address the 
industry’s problems. 

Mayer ends with the wish 
that the “sort of wise guy who 
went into advertising in the 
1950s” and “wound up in 
investment banking in the 
1980s" will return to advertis- 
ing, “the realm where illusion 
is legitimate”, in the 1990s. 

But will the ‘wise guys' want 
to waste their illusions on a 
supermarket shopping trolley? 


Alice Rawsthorn 
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Serb and Croat officials seek European support for conflicting territorial claims 


Fresh fighting ends Yugoslav ceasefire 


By Laura Silber in Belgrade, Robert Mauthner in Paris and David Goodhart in Bonn 


THE agreement between the 
Yugosiav federal army and the 
breakaway government of 
Croatia to impose a ceasefire 
collapsed within hours yester- 
day after fighting broke out 
again in the eastern town of 
Vukovar. 

The breakdown confirmed a 
widespread belief among west- 
erm diplomats that any impie- 
mentation of a lasting ceasefire 
by the Yugostavs, or mediation 
by the European Community, 
is now impossible to enforce. 

Croatian radio said a cam- 
eraman from Croatian televi- 
sion was killed in a combined 
infantry and tank attack 
launched by the federal army 
on villages around Vukovar. 

The Yugoslav army, for its 


part, denied claims by Croatia 
that its tanks and aircraft had 
been destroyed by Croat secu- 
rity forces. The renewed fight- 
ing coincided with a fresh dip- 
jomatic effort in European 
capitals by the Croat and Serb 
governments, the two protago- 
nists in the crisis. 

In Paris Mr Franjo Tudjman, 
Croatia's president, said he 
accepted “in principle” the 
European Community's offer 
to send a five-member arbitra- 
tion mission to Yugoslavia to 
prevent an extension of the 
civil war, 

According to French offi- 
cia]s, the arbitration mission 
should give priority to a mutu- 
ally acceptable definition of the 
frontier between Serbia and 


Croatia, before applying itself 
to a wider solution of the 
Yugoslav problem. Croatia has 
repeatedly accused Serbia, 
backed by the federal army, of 
carving a Greater Serbia out of 
Croatian territory. 

The Serbs accuse the Cro- 
atian government of discrimi- 
nating against the 600,000- 
strong Serb minority, some of 
whom do not want to live in an 
independent Croatia. 

Croatia and Slovenia 
declared their independence on 
dune 25, and since then have 
been attempting to seek inter- 
national recognition. 

Mr Tudjman, who was speak- 
ing after a meeting with 
French president Francois Mit- 
terrand, stressed that Croatia 


had always supported 
“Europe's intervention” to help 
restore peace in Yugoslavia. 
But he later added that Croatia 
“has the intention to continue 
for the liberation of its terti- 
tory.” Almost 20 per cent of 
Croatia's territory has been 
seized by Serb nationalists. 

Mr Mitterrand told Mr Tud- 
jamn that, while France did 
not object to “the legitimate 
aspirations” of the Yugoslav 
peoples, those aspirations 
should be achieved peacefully. 

Mr Mitterrand is expected to 
meet Mr Slobodan Milosevic, 
the Serbian president, later 
this week. But officials said the 
French president did not in 
any way want to preempt the 
EC's arbitration efforts, which 


France supported. 

In Bonn, Mr Vladimir Jova- 
novic, Serbia's foreign minis- 
ter, said the unilateral declara- 
tions of independence by 
Slovenia and Croatia had con- 
travened the recently convened 
Conference on Security and 
Co-operation in Europe (CSCE). 

After meeting Mr Hans-Diet- 
rich Genscher, the German for- 
eign minister, Mr Jovanovic 
said that Serbia was not 
involved in the war in Croatia, 
= Sot to the ay 

it in Croatia. 


minority a 

“We have no territorial pre- 
tensions and no policy of 
expansion,” 





Police warning over Tokyo scandal 


By Stefan Wagstyl in Tokyo 


JAPANESE police yesterday 
delivered an unprecedented 
formal warning to the banking 
and securities industries to 
stop dealing with gangsters. 

The National Police Agency 
urged banks and securities 
companies to establish watch- 
dog organisations to monitor 
dealings with suspect custom- 
ers in order to cut off the sup- 
Ply of finance from criminal 
organisations. 

The warning came on the 
eve af two days of parliamen- 
tary hearings in which top rep- 
resentatives of securities com- 
panies and banks are to be 
questioned about recent finan- 
cial scandals, including con- 
tacts with gangster groups. 

The scandals have provoked 
public outrage about the scale 
of the funds that criminal 
groups were able to raise for 
investments in property and in 
the stock market. 

A specific case that has come 
to light involves Nomura Secu- 
rities and Nikko Securities, 
two of the it stockbroking 
companies, which lent money 
through subsidiaries to a com- 
pany controlled by Mr Susumu 
Ishii. a former gangster chief. 
Police are investigating claims 
that Mr Ishii used the funds for 
cornering stock in Tokyu Cor- 
poration, a leading railway 
company. 

The police sent letters to the 
Japan Secutities Dealers Asso- 
ciation and to the Federation 
of Bankers Associations of 
Japan, the principal industry 
organisations, 

The twa industries were 
urged to establish joint com- 
mittees with the police to 
study measures for breaking 
links between large financial 
institutions and criminal 
groups. 

The industry groups said 
they would distribute copies of 
the police letter to their mem- 


bers and consider setting up 
monitoring bodies. 

in addition, Mr Akira Fukita, 
chairman of the National 
Police Safety Commission, a 
Police supervisory committee, 
called for a law to permit the 
confiscation of the illegal prof- 
its of criminal organisations. 
Gangster groups in Japan oper- 
ate a range of legal businesses 
- such as property develop- 
ment - and illega) ones, 
including prostitution and pro- 
tection rackets. 

Meanwhile, the top finan- 
ciers who are to submit them- 
selves to questioning before 
the Diet (parliament) have 
spent the past few days in 
preparation. 

They will keen to create the 
impression that their compa- 
nies recognise their wrong- 
doing and are determined to 
make amends. They realise 
that stonewalling will not be 
sufficient, However, they want 
to avoid revealing fresh details 
of the affairs which involve 
paying stock-loss compensa- 
tion to clients and illegal bank 
loans as well as links with 
gangsters. 

The two who are due to 
ap today are Mr Setsuya 
Tabuchi, the former chairman 
of Nomura, and Mr Takuya 
Iwasaki, the former president 
of Nikko, They will be followed 
tomorrow by Mr Yoh Kuro- 
sawa. president of Industrial 
Bank of Japan, Mr Toru Hashi- 
moto, president of Fuji Bank, 
and Mr Sotoo Tatsumi, presi- 
dent of Sumitomo Bank. 

They follow testimony by 
public officials such as Mr 
Yasushi Mieno, the governor of 
the Bank of Japan, who told 
the hearing yesterday that 
inspections last year and in 
1989 failed to uncover any 
improper payments by brokers. 


Police investigations, Page 5 
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Yasushi ‘Mieno, governor of the Bank of Japan, testifies 
entary committee hearing yesterday 





India seeks 
fresh loan 
from IMF 


By David Housego and 
Alexander Nicoll 
in New Delhi 


INDIA is to seek a substantial 
fresh loan from the Interna- 
tional Monetary Fund under 
terms that would include 
increasingly close IMF moni- 
toring of the country's pro- 
gramme for economic stabilisa. 
tion and structural reform. 

Dr Manmohan Singh, 
finance minister, disclosed in 


from 
Extended Fund Facility (EFF) 
in the wake of the $2bn-$2.3bn 
standby credit that is under 


ition. 

IMF board is to 
to give its approval to the 
standby credit in late Septem- 
ber. This would formally 
release delayed funds and 
could ae India's — Brob- 
tional commercial markets. 

But Dr Singh said India 
would seek a further substan- 
tial EFF loan. “There is no 
doubt in our mind about our 

for it.” He was respond- 

to queries about whether 
the government was having 
second thoughts on the politi- 
cal risks of a loan that brings 
the economy under close IMF 
supervision over the three 
years. An EFF loan could pro- 
vide India with $5bn-$7bn over 
three years - but would take a 
year to negotiate. 

The importance of the EFF 
borrowing is that it provides 
some guarantee to aid donor 
nations and to banks that India 
would carry through the struc- 
tural reforms on which it has 
only just embarked. 


Banks sell-off rejected, Page 4 





US growth figures dent recovery hopes 


By George Graham in Washington 


GROWTH FIGURES released 
for the US yesterday damped 
belief that an economic recov- 
ery had begun this spring. 
Revised figures from the 
Commerce Department showed 
the economy had contracted at 
an annual rate of 0.1 per cent 
in the second quarter of the 
year, reversing the estimate 
released last month, which had 
put growth at an annual rate 
of 0.4 per cent in the quarter. 
The new statistics represent 
the third consecutive quarter 
of economic decline - 
although by much less than 


the falls of 2.8 per cent in the 
first quarter and of 1.6 per cent 
in the last quarter of 1990. 
However, economists said the 
details of the revised figures 
could lay the foundations for 
stronger economic activity in 
the third quarter. 

The revision sent the dollar 
sharply lower. It closed at 
DM1.74 in London, down 2 
pfennigs on its morning high, 
and was trading at DM1.7367 at 
midsession in New York, 

Much of the downward revi- 
sion in the GNP statistics was 
caused by a larger reduction in 


business Inventories than esti- 
mated. Net imports were 
revised downwards, while out- 
put of producer durable goods 
was stronger than thought. 
Economists have been debat- 
ing whether the US economy 
cap sustain a reasonably 
strong recovery or is heading 
for a “double-dip” recession. 
While some recent economic 
statistics, such as figures for 
durable goods orders, have 
shown strong activity, many 
economists believe the Federal 
Reserve will wait until it has 
seen August's unemployment 


data before deciding if a fur- 
ther easing of monetary policy 
is needed to help the economy 
out of recession. 

The preliminary GNP fig- 
ures, to be revised again next 
month, showed personal con- 
sumption spending grew at an 
annual 2.8 per cent in the sec- 
ond quarter. Non-residential 
fixed investment fell at a rate 
of 1.8 per cent, but investment 
in producers’ durable equip- 
ment /Erew iat; a rate of :4;per 
cent. 


Currencies, Page 30 





Washington cleared deals with Iran, Syria 


By George Graham 


THE us Commerce 
Department bas licensed more 
than $300m of high-technology 
exports to Iran and Syria over 
the last three years. This has 
taken place despite rules pro- 
hibiting the sale of such sensi- 
tive equipment to these coun- 
tries because of their perceived 
support for terrorism. 

The exports included com- 
puters, aircraft parts, com- 
passes and radat equipment 
which have legitimate civilian 
uses but which also have a 
potential military application. 

The US has sought to repair 
its relations with these two 
countries in recent mouths. 
Iran is seen as a key to the 
release of western hostages 
held in Lebanon, while Syria 
played an important role dur- 
ing the Gulf war and remains 
crucial to prospects for Middle 


A Commerce Department 
official refused to comment on 
specific export licences, but 
said all past licences to Iran 
and Syria were consistent!: 
decided in accordance with U; 
administration policy. 

Many of the items, however, 
are listed among those with 
dual military and civilian uses 
for which licences are nor- 
mally denied. 

Syria has been labelled by 
the US as a state supporting 
international terrorism since 
1979, and Iran since 1964. 
Licences are reviewed to 
ensure US exports do not 
“enhance their ability to sup- 
port acts of international ter- 
rorism or assist their military 
potential.” 

According to the Associated 
Press (AP), the Commerce 
Department granted licences 
for $2824m of exports to Iran 


between October 1987 and Sep- 
tember 1999, and for $23.5m to 


Syria. 
Nearly half of these 

were of computers, including a 
$3.9m computer destined for 
the ian interior ministry. 
The computer was said to be 
for census use but some tech- 
nology export specialists are 
critical of the sale of such 
equipment, which could be 
used for police purposes. 

: A computer was also 
icensed for sale to the i 
government for oft oun 
sonal” files, according to AP. 

The department also licensed 
the sale of $74m of aircraft 
parts to Iran, mostly for the 
repair of Boeing 747 aircraft 
owned by Iran Air but also for 
the supply of US parts to be 


troversy by refusing an 
lleence for the ‘sale of Bats 
Aerospace aircraft to Iran on 
the S OSauade warts’? con- 
Commerce De; t offi- 
cials said exports including 
logic analysers, oscilloscopes 
and personal computers were 
approved on the basis of the 
See a aad 

wi for the re] 
as  Gsuring public safety. 7 
a; i¢ equipment 
was Unenged because! te capa: 
bility was limited to use in 
bank teller machines, and 
could not be diverted to mili- 


tary purposes. 

They noted that in the same 
period the department had also 
Tejected or returned without 
action applications for a fur- 
ther $29.5m of exports to Syria 
and $295.7m to Iran. 


Soviets plan 
strategy for 
economy 


Continued from Page 1 


Ukrainians left the Soviet 


Union. 

The delegation, led by Mr 
Alexander Rutskoi, the Rus- 
sian 


vice-president, 
an angry crowd of anti-Yeltsin 
demonstrators in Kiev, as it 
went to see Mr Leonid Krav- 
chuk, chairman of the Ukrai- 
7 4 ‘ 
In Moscow, Mr Yeltsin 
revealed that nuclear weapons 
would be moved out of the 
Ulzaine, which has proclaimed 
itself a nuclear-free zone as 


In a sign of another possible 
foreign policy surprise, Mr 
Georgy Kunadze, Russia's dep- 
Yeltsin intended to speed up 
negotiations to return the 
Kurile Islands to Japan and 
normalise relations with 
Tokyo, a potential donor of 
substantial economic aid. 
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Recovering from 
deregulation 


The latest National institute 
Economic Review is interesting 
less for its economic forecast 
= which broadly echoes last 
week's offering from the CBI - 
than for its contribution to the 
debate on the impact of finan- 
cial deregulation. This reces- 
sion has been painful, says an 
article by Mr J R Sargent, not 
so much because the economy 
has contracted further than in 
1980-81, but because it has been 
associated with an abnormally 
high level of insolvencies. 
These are the product of exces- 
sive borrowing in the late 
1980s, in turn made possible by 
financial deregulation and 
fuelled by exaggerated eco- 
nomic expectations. 

Whatever one thinks about 
Mr Sargent’s conclusion that 
deregulation is still on balance 
beneficial, his analysis does 
contain some caveats for inves- 
tors who are banking on a 
retura te steady, sustained eco- 


nomic growth. 

The first is that deregulation 
has led to heavy reliance on 
interest rates as a policy tool, 
and they are a singularly blunt 
instrument despite the suppos- 
edly stabilising influences of 
the Exchange Rate Mechanism. 
That may be a well-rehearsed 
argument, but it lends extra 
weight to a second point. The 
corporate sector has yet to 
decide on an appropriate debt- 
to-income ratio for an age of 
financial deregulation. Gearing 
would have to be substantially 
reduced to bring current ratios 
down to previous levels, and 
that would delay recovery. The 
upturn would be felt sooner if 
deregulation turns out to have 
left companies comfortable 
with higher gearing than 
before. But the extra debt on 
their books would leave the 
economy permanently more 
vulnerable to recessionary 
shock. 


Alfred McAlpine 


Perhaps it really is more fun 
in the real world. After yester- 
day’s interim figures, though, 
not everyone will envy Mr 
Graeme Odgers his move from 
the number two slot at BT to 
the hot seat at Alfred 
McAlpine. A meagre £0.7m 
port in the six months to end 
April, against £5m e same 
period last year, underlined the 
contrast between cosy regu- 
lated returns in UK telecom- 


munications and the ies 
of the country’s housebuilding 
and construction industry. It 
also knocked another 3 per 
cent off McAlpine's share price 
as investors realised that 
recovery might be weaker and 
slower to arrive than they had 





FT-SE Index: 2,624.2 (+4.4) 








Alfred McAlpine 


benefit from higher volumes in 
the traditionally busier second 
half. But with much of the 
land bank in the books at a 
value which implies 
break-even at current prices, a 
healthy contribution to profits 
from the division next year is 
only possible if house prices 
actually start to rise. Construc- 
tion margins, meanwhile, are 
already coming under pres- 
sure, although McAlpine's 
exposure to the public sector 
makes it less vulnerable than 
most. With earnings per share 
likely to slip in 1992 as a result 
both of the recent rights issue 
and the 40 per cent minority 
stake in the housebuilding 
side, the shares hardly look 
cheap. The much talked about 
bid from Dumez is an implausi- 
ble prop. 


Asea Brown Boveri 


Pity the competition. Given 
that ‘half its aes are in 


recession, 
Se char accents ane 
mat 
last year’s earnings. Scandina- 
via may have suffered badly in 
the downi but ABB’s geo- 
graphic reach has made it 
recession-resistant in aggre- 
gate. The electrical engineer- 
ing group, which combines 
most activities of Asea of Swe- 
den and Brown Boveri of Swit- 
far greta by 8 per cane 10 
pro! y 6 per cent 
$520m, thanks mainly to a 
return from its previo trou- 
bled US operations and a 
German-led jump in 


Admittedly the order book 
was down a touch to $14.5bn, 
suggesting that the second 
quarter saw an improved per- 
formance from competitors 
such as Siemens. But the 
group's confidence looks justi- 
fied, even though the task of 
Managing such a giant corpo- 





ration is proving 
witness its stru, 
operating 


hereulean — 
je to improve 
and failure 


to prune working capital. ABB. 


bas made a heavy investment 
in eastern Europe, a strategy 
where the potentially high 
rewards are far from secure. 
However, that exposure is off: 
set by the prospect of growing 
business from Se ae 
region. er el ge may 
be on a flat order trend for 
now, but that should change 
with recovery in Western 
Europe next year. : 

All of which is good news for 
investors in the parent compa- 
nies, but not for those wanting 
to buy their way in. As ever, 
the shares of both parents are 
on earnings multiples steen 
enough to reflect ABB's 
long-term prospects. 


Volvo 

Volvo's share price has been 
a strong performer this year on 
the back of recovery hopes in 
the group's main car markets, 
plus expectations that the radi- 
cal cost cutting programme 
would quickly drop through 
the bottom line. Yesterday's 
dismal half year results ~ cou- 


s 


year, and Procordia's encour- 

aging performance implies a 

Suriabn 10 group profits tn 
0 group P 

the second halt Node of this 

alters the feeling that the 

shares are ahead of the game. 


Brent Walker 


The most worrying thing 
about the investigation into 
Brent Walker's affairs by the 
Serious Fraud Office must be 


partial 
of the share price, is that 
need not. But it has certainly 
given recalcitrant bondholders 
another excuse for prevarica- 
tion if they care to use it. 
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£25 million 
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Health Care International 
(Scotland) Limited 


£179,000,000 


Project Financing 
To provide for the construction and operation of a new 
tertiary care hospital complex in Clydebank, Scotland 


£85 million Project Loan and Overdraft Facility 


Arranged by 


Samuel Montagu & Co. Limited 


Underwritten by 


and 


with 


‘864 million in Equity. Grants and Loan 


Arranged by 


Montgomery Medical Ventures and Locate in Scotland 


Advisor to 


Heaith Care International (Scotland) Limited 
Samuel Montagu & Co. Limited 
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NMB Postbank Groep NV 


Mezzanine Loan Facility 


Samuel Montagu & Co. Limited 


under the Undeed Staten Secerithes 


£5 million 
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Moody’s downgrades 
Salomon debt rating” 


Moody's investors Service, the New York tat- 
lags agency, yesterday lowered its ratings of 
Safomon Brothers" debt in the wake of the 
Treasury auction-rigging scandal that has: 
enguffed the big securities house. Page 18 


ABB: ncreases Profits 


Asea Brown Boveri, 
Europe’s biggest 
efectrical engineer- 
FAD aD ing group, lifted prof 
its after financial 
.B per cent to $520m during the first 4 
nett of 1981. Page 16 


Cathay Pacific ‘itines 21% 

Cathay Pacific Airways, the Hong Kong interna- 

tional alr carrier controtied by Swire Pacitic, 

raported a 21.7 per cent fall in interim prolits to 
KS. ton (USHA, am). Page 17 








jaysia’s plantation industry Is entering its 
twilight years Even the country's largest plan- 
up,and one of its oldest, has joined 












nS property. Page 22 
the F , the Spanish bank, yes- 
&. terday ended its: ear relationship with 
> Hambros by selling:a tully-diluted stake of 7.3 
STS qo. per cent In the Londop-merchant bank for £46m 
me a: ($77.28). Page 6 
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expected to be ‘the worst-ever results season 
for British construction: Companies by saying 
halfway pre-tax profits felt to £700,000 from 

£4.99m oe 











: of Holmes 
: The meas the US-based 
‘securityaind alarm com- 
pany listed in London, -. m 
asked sfuireholders to * 
‘back its debtrestructur- 
ing plan-and oppose a 
management coup tried 
by 2 group owning 
nearly 27 per cent of the 
equity. Page 19 


Wace blemishes its record 

Wace Group, the UK pre-press and printing 
concern, yesterday unvelied the first serious 
blemish in its impressive growth record when 
it announced a 34 per cent fall in interim | prot 
its. Page a 


Mersey Docks expands services 
‘The Mersey Docks and Harbour Company 
ene i increased interim pre-tax profit by more than 

iH 12 per cent to £5.46m ($9.17m) after expanding 
its services. Kt provided for losing £700,000 with 
the Bank of Credit and Commerce Interna- 
tional. Page 20 f 
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Volvo saved from loss by Saga sale 


_ By John Barton in Stockholm 


VOLVO, the Swedish’ ‘vehicle 


The company suffered an oper- 
ating Joss of SKrés9m duri the 
six months compared wit 

operating profit of SKr1.37bn i 
the previons ‘corresponding 
period. During the past 12 

falvo has accumulated 


" cated that Volvo's 


* operating losses of SKri.3sbn. 


But yesterday's report indi- 
formance is 
improving. Operating losses dur- 
ing the second quarter were 
SkKri62m against a deficit of 
SKr397m in the first quarter, 

The abutdown of a truck plant 


Ja Ogden, Utah, contributed 


to the operating loss in 

Stal tan 
ofa p me to dis- 
of low yielding assets, the 
er netted SKribn in capi- 
tal gains from the sale of 11.9m 
shares in Saga Petroleum to Stat- 


it 


quent squeeze on profits.” 
Group sales fell 15 per cent to 
SKr37.9bn, while earnings after 


financial items declined by 44 per 
seat to SKri.J5bn. 

sales fell 12 per cent to 
siriifin * with Volvo delivering 
166,000 cars against 158,000 a year 


ago. 

Demand for the 850 GLT tntro- 
duced in Sweden in June had 
exceeded expectations, said Mr 
Jeansson, and Volvo planned to 
Start delivering it to the rest of 
Europe later this year. Although 
the car division continues to suf- 
fer losses, there was an improve- 
Ment in the second quarter. 

Truck and bus sales feli by 4 


per cent in the first half to 
SKrii.25bn and SKri.7bn respec- 
tively, although truck sales rose 
by 5 per cent i the second quar- 
ter to SKr6.25bn. 

The truck division contuse to 
generate positive 
higher profits profits in the secon quar- 


ia the Middle Best, Acta and eost 
ern Europe compensated for a 
decline in the US and westen 
Europe, except Germany, where 
demand is strong. Truck volume 
in the first half fell from 27,000 to 
25,500 vehicles. 





Next week Coats Viyella publishes its first results since winning Tootal 


Unravelling the fate 
of the thread empire 


‘By Alice Rawsthorn 


HROUGHOUT the spring 

and early summer, the 

City of London was 
treated to the spectacle of Coats 
vival and Tootal, two of 

's biggest t le groups, 
battling in an often acrimonious 
takeover bid. 

Next Wednesday the City of 
London wili observe the more 
restrained affair of Coats publish- 
ing its first set of results since it 
=n the fight for control of Too- 


The results, like those of all 
the other recession-struck textile 
companies that have reported 
recently, will not make riveting 
reading. Analysts anticipate a 
fall in pre-tax profits from £55m 
to below £50m ($83.5m) for the 


claimed ( Coats was coping wel 
“We did our horiewark and 


Tootal dominated the world 
thread market, The:bid offered an 
opportunity to combine their 


; such as ths 


interests into one global power. 
Coats was also keen to add some 
of Tootal's clothing companies to 
its own, 

Coats’s strategy in both sectors 
is to merge Its interests with 
those of Tootal thereby boosting 
profitability by achieving econo- 
mies of scale in production and 
by pooling administration and 
distribution. 

The risk inherent in this strat- 
egy is that, in some thread mar- 


So far, said Mr Bain, these 
fears have proved unfounded. 
Coats has already completed the 
integration of the consumer 
thread 


Europe by combining administra- 
tion and sales and by rationalis- 
ing production. 


kets, notably the US and the UK, © US. 


the combined market share 
would be so high that some cus- 
tomers might switch to other 


suppliers because of their fear - 


that Coats could use its dominant 
‘position to dictate terms and 
raise prices. 

Similarly in clothing, Coats ran 
the risk of losing orders from the 
UK retailer Marks and Spencer, 
its main customer, as it would be 
supplying more than 50 per cent 
of some alm notably women’s 


trousers men's 

Analysts were also concerned 
that Coats, Sieh had problems 
integrating gest acquisitions, 

oats Patons textile 
emp , did not have the manage- 
strength to orchestrate a 
complex merger with Tootal. 
concern was only partly 
allayed by the appointment of Mr 
who was seen as strong on 
strategy, as a balance to Sir 
David Alliance, Coats's chair- 
man, a renowned deal maker 
with little appetite for integra- 
tion. 

If the merger does run into dif- 
ficulties, Coats would be left in a 
weak position, particularly in 
thread production, which is such 
a highly leveraged business that 
any disruption would have an 
exaggerated effect on profits. 


another year to complete the 
integration, but 


ests to focus on clothing. it hopes 
to sell other “peripheral” busi- 
nesses, such as specialised mate- 


groups, both of which have per- 
poorly. 





Brent Walker board calls 
in fraud investigators 


By Andrew Bolger and Robert Peston in London 


THE BRITISH Serious Fraud 
Office launched an investigation 
into the affairs of Brent Walker 
yesterday, at the invitation of 
directors of the indebted 


of Brent Walker. insisted that 
current operations of the group 
were unaffected. He was confi- 
dent that the investigations 
would not interfere with the 
long-delayed refinancing of the 
group, which has debts exceeding 
£1.3bn ($2.1bn). 
However, some of Brent 
Walker's 47 banks said they 
needed more information on the 


least, there is going to be a hic- 


cup”. 
However, Standard Chartered, 
which heads the banks’ steering 


. board mi 


committee, said it had not been 
surprised that the SFO was called 
in. It remained optimistic that 
Brent Walker would avoid being 
put into liquidation. 

George Walker, the founder of 
Brent "Walker who was deposed 
as chief executive at the end of 
May, said last night that he had 
no idea why on company had 
asked for an SFO investigation. 
However, he would do all he 
could to fielp the SFO. 

Mr Walker remains a director 
of BW, despite attempts by the 
company’s banks to remove him. 
He hopes to learn more about the 
reasons for the investigation at a 

eeting planned for today. 

Brent Walker directors took 
in the SFO 


- week uncovered what the com- 


pany described as “significant 
evidence” of apparent fraud. OfGi- 
cers arrived at the company’s 
on in Let West End at 


ote Brent Walker eer divector said 


i y ‘pal 
overseas, is immensely compli- 
cated. 


After the company ran into 
difficulties at the end of 


ment of its financial condition. 





Two Italian stockbrokers collapse 


By Haig Simonian in Milan 


SMALL 

stockbrokers yesterday 
insolvency, becoming the first 
- major casualties in the Lio0bn 
{$76.6m)} alleged share fraud 
volving Banque Duménil Leblé 
(Suisse), the Swiss bank con- 
oe by Mr Carlo De Bene- 


oeseadio Adorno of Milan and 
Studio Montalcini of Turin said 
they were unable to deliver 
shares worth L52bn,and Li8.sbn, 

ly, ahead of tomorrow's 
scheduled bourse settlement 
date. . 

The insolvencies will trigger a 
mechanism whereby their com- 
mitments will be assumed by the 
stockbrokers’ commitees at the 


Italian 


. two bourses. It is likely that | 


te peaponed: settlement date will 

now 

covery by Banaue Dumoall Cabs 
jue 

(Suisse) of an alleged fraud, 

involving shares worth around 

L100bn. 

According to the bank, the 
shares, ostensibly put up as col- 
lateral against loans, were part of 
an elaborate scam by Dominion 
Trust, a Turin company. Domin- 
fon Trust is not connected with 
the big Canadian financial ser- 
vices group of the same name. 

Duménil Lebié maintains it 
never possessed the shares, 
although Assets Development 
Bank, which it bought in July, 
maintained a clearing relation- 
ship with Dominion Trust. 


Earlier this week, Swiss magis- 
trates froze any delivery of 
shares pending further investiga: 


Both brokers are small, 
although Studio Adorno has 
some sizeable clients. Its head, 
Mr Giovanni Adorno, is known as 
one of the “characters” of the 
Milan bourse owing to his often- 
oa remarks and eccen- 
tric dress. 

One colleague claims he had 
recently been predicting his 
firm's imminent demise, but was 
not taken seriously. 

Brokers were pessimistic about 
the impact of the affair on Italian 
equities and the image of the 

market yesterday, as volume on 
the bourse plunged to L4dbn. 


“Tootal pre-tax profit 
Merger [costs) / benefits . 
Financing costs (@ 12% interest) 
PRETAX” 
EPS Fully Dlluted 


‘Source: James Canet 


On the financial front, analysts 
estimate Coats’ gearing at 40 per 
cent — or 52 per cent if a convert- 
ible preference issue is defined as 
debt - at the end of the first 
Balt. Gearing shorid fall to below 

30 per cent - or 42 per cent - by 
the year-end if disposals go 





(8) 
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anxiously awaiting the 
recession. For it is on me that 
Coats an aecover ree it 
was worth fighting t- 
tle for Tootal. 


This announcement appears asa matter of record only. 





Renault 
half-year 
profits 
fall 65% 


By Kevin Done, Motor 
Industry Correspondent 


RENAULT, the French state- 
owned carmaker, suffered a 65.4 
per cent fall in pre-tax profits in 
the first half of the year in the 
face of increased competition in 
the western European car and 
trock market and falling sales of 
trucks in the DS. 

Renault, in which Volvo of 
Sweden holds a 20 per cent 
stake, said its pre-tax profits in 
the first half fell to PFrsé2m 
($16lm) from FFr2.778bn in the 
corresponding period a year ago. 

The company said that “in 
spite of a difficult commercial 
environment” turnover for the 
whole of 1991 would be higher 
than a year ago. Renault said it 
would a pre-tax profit in 
the full year because of “an 
increasing volume of business in 
the second half of the year”. 

Group turnover in the first six 
months fell to FFr83.23bn from 
FFr87.49bn in the same period a 
year ago (or FFr86.3bn on a com- 
parable consolidation). The car 
and van operations accounted for 
80.7 per cent of group turnover 
compared with 78.9 per cent a 
year ago, while the share taken 
by trucks and buses fell to 16.2 
per cent from 18 per cent. 

operating income in the 
first half at FFr1.52bn was 63.8 
per cent lower than the FFr42bn 
achieved a year ago. 

Renault blamed de declining sales 
in the UK, France and Spain. 
New car sales in all three mar- 
kets have plunged in the first six 
months of the year. 

Tts car sales in France dropped 
by 22.3 per cent to 259,534 com- 
pared with a fall in the overall 
market of 16.6 per cent. Ren- 
ault’s UK sales dectined by 21.8 
per cent to 29,849. 

Renault’s output of cars ard 
vans fell an estimated 7 per cent 
in the first half of the ae oom 
the same period 2 year 
the company cut the Poverall vol 
ume of deliveries to European 
markets. 

its new car registrations over- 
all in western Europe, however, 
rose by 2.1 per cent to 734,249 
thanks to the strength of its 
sales in the unified German mar- 
kets. Its car sales in Germany 
jumped by 140.9 per cent to 
137,040 in the first half of the 
year and compensated for the 

elsewhere. 

Renault said that its operating 
income was also hit hard by the 
“severely deteriorating commer- 
cial environment in the Enro- 
pean and American truck mar- 
kets”. The turnover of Mack, its 
US heavy truck subsidiary, fell 
by 30 per cent in a market where 
overall volume sales also 
dropped by 30 per cent. 


Blazefield Holdings Limited 


Management Buyout 


of 


Keighley & District Travel Limited 
Harrogate & District Travel Limited 
Harrogate Independent Travel Limited 


Yorkshire Coastliner Limited 


Sovereign Bus & Coach Company Limited 
Welwyn & Hatfield Line Bus Company Limited 
Sovereigu Buses (Harrow) Limited 


Funding arranged and provided by 


County NatWest Limited 
Leeds Office 


County NatWest was advised by 


Simpson Curtis 
Solicitors 


Blazefield Holdings Limited was advised by 


Dickinson Dees 
Solicitors 


KPMG Peat Marwick McLintock 


Accountants 


COouNTY NATWEST 


& The NatWest Investment Bank Group 
Couury NpeWest Limited isa Member of Tha Seenrities und Futures Authority 
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BBV sells 7.3% stake in Hambros 


By Robert Peston in London 


BANCO Bilbao Vizcaya, the 
Spanish bank, yesterday ended 
its five-year relationship with 
Hambros by selling a fully: 
diluted stake of 7.3 per cent in 
the London merchant bank for 
£46m.($77.3m) 

BBV was one of the founder- 
members of Hambros’ network 
of foreign partners. Hambros 
said the sale by BBV was uot 
damaging to its aim of building 
international business through 
the network. 

__ The shares were placed with 
investment institutions by 
Warburg Securities, the stock- 
broker. Other brokers said the 
sale to institutions of such a 
big stake would remove some 
of the speculation that 
Hambros was vulnerable to a 


takeover bid. The BBV stake 
has been available for many 
months. Another big stake, 
which also could have been 
acquired by a predator, was 
sold in April to investors by 
Baltica, the Danish insurance 


group. 

Warburg sold 9.76m ordinary 
shares for 274p each and 16.7m 
convertible preference shares 
for 116.5p each. Hambros 
shares closed last night 
unchanged at 288p. 

In 1986, Hambros started to 
form relationships with foreign 
banks to win international 
business. 

It was particularly keen to 
acquire work advising foreign 
companies on mergers and 
acquisitions and to manage 


funds for foreign investors. 

One of the founder-members 
of this group of foreign banks, 
which Hambros calls its net- 
work partners, was Banco de 
Bilbao. However, the develop- 
ment of new business in con- 
junction with Bilbao received a 
setback in early 1988 when the 
Spanish bank merged with its 
rival, Banco de Vizcaya, 
according to Sir Adam Ridley, 
a Hambros director. 

Directors of Bilbao and Viz- 
caya concentrated on making 
the merger work and the rela- 
tionship with Hambros was of 
secondary importance. 

By the middle of last year, 
both BBV and Hambros 
became convinced that BBV 
was unlikely to become an 


effective contributor to 
Hambro’s international net- 
work. BBV had by then started 
to contemplate selling the 
stake, if a buyer could be 


found. 

Five months ago, Mr Mas 
Montanes gave up his 
as BBV's representative on 
Hambros’ board. The collabora- 
tion agreement between 
Hambros and BBV was ended. 

Sir Adam stressed, however, 
that Hambros remains commit- 
ted to maintaining the rest of 
its international network. 
Other members of it are Bel- 
gium’s Kredietbank, Toronto 
Dominion Securities of Can- 
ada, Bayerische Vereinsbank 
in Germany, Sanpaolo in Italy 
and three others. 





Procordia 
ahead 25% 
halfway 


PROCORDIA, the Swedish 
pharmaceutical aud food 
group, has slightly exceeded 
market expectations with a 
rise in profits after financial 
items of 25 per cent to 
SKr2.1bn ($331m) for the first 
half of 1991, writes John Bur- 
ton in Stockholm. 

Operating profits improved 
30 per cent to SKr2bn, while 
sales increased 7 per cent to 
SKr19.4bn. The group repeated 
i forecast that earnings for 

year would surpass its 
forma 1989 result of Skr3.Son, 

Profits fell to SKr2bn last 
year due to ing costs 
associated with Procordia’s 
takeover of Pharmacia and 
Provendor, the drug and food 
subsidiaries respectively of 
Volvo, the main shareholder in 
os , galarged concern with the 


peutic drug group, had a 30 
per cent rise in operating prof- 
its to SKri.tbn, reflecting a 
sales increase of 15 per cent to 
SKr4.8bn and a reduction in 
its workforce. 

Pharmacia Biosystems, the 
biotechnology unit that snf- 
fered losses last year, had 
operai profits of SKri77m 
against SKr383m as costs were 

T : Pane sania fe 

‘otal opera for 
the food divisions fell by 7 per 
cent to SKré95m, although 
sales 9 per cent to 
SKr10.5bn. 


Lufthansa slips due to Gulf war 


By Andrew Fisher in Frankturt 


LUFTHANSA, the German 
national airline, yesterday 
reported a pre-tax loss of 
DM33lm ($189m) for the first 
half of 1991 compared with a 
loss of DM3m in the same 
period of last year. However, 
the result was a big improve. 
ment on the first quarter, 
when the airline suffered from 
the effect of the Gulf war. 
After a loss of DM475m in 
the January to March period, 


the airline made a profit of 
DM145m in the following three 
months, reflecting a sharp rise 
in domestic traffic and favoura- 
ble currency trends. Slightly 
more than half Lufthansa’s 
shares are state-owned. 
Turnover was 11.1 per cent 
higher at DM6.6bn; in the sec- 
ond quarter, turnover 
advanced by 18 per cent. Pas- 
senger numbers rose by 8 per 
cent in the half to 11.3m, with 


a G per cent rise in freight to 
465,500 tonnes. The number of 
flights increased 20 per cent to 
163,626, with staffing up 6 per 
cent to nearly 50,000 people. — 
Lufthansa said about half its 
planned investment of DM3bn 
this year would be financed 
from cash flow. The rest would 
be met by the proceeds of two 
Eurobond issues of DM500m 
each made in January, and 
leasing finance for aircraft. 





Incentive to sell seven subsidiaries 


INCENTIVE, the Swedish 
industrial group, is to sell 
seven subsidiaries, including 
the glassware companies Orre- 
fors and Kosta Boda, as part of 
a rationalisation programme, 
writes John Burton. 

‘The group, which was intro- 
duced on the Stockholm bourse 


last month after separating 
from parent company Asea, 
said profits in the 1991 first 
half fell by 27 per cent to 
SKri99m on sales of SKr72bn 
($1.1bn). 

The divestment of the sub- 
sidiaries, which have a total 
income of SKr4bn, will allow 


Incentive to concentrate on its 
core industrial activities, such 
as tracked vehicles and the 
camera company Hasselblad. 

Proceeds from the sale will 
be used to buy other industrial 
companies, mostly outside 
Sweden, said Mr Mikael Lilius, 
Incentive president. 





Sharp reverse at Alfred McAlpine 


ALFRED McAlpine yesterday 
kicked off what is expected to 
be one of the worst results sea- 
son for British construction 
companies with the announce- 
ment that pre-tax profits fell to 
£700,000 ($1.2m) from £4.9m for 
the six months to April, writes 
Andrew Taylor in London. 

The company’s UK house- 
building division made a pre- 
tax loss of £2.7m compared 
with a profit of £3m at the cor- 
respon stage last year. 


McAlpine’s share price 
slipped 7p to 245p in London 
after the company said it 
would have to dip into reserves 
to maintain the interim divi- 
dend of 4.5p. Earnings per 
share slipped from 6.4p to 2.8p. 

Mr Graeme Odgers, chief 
executive, said the UK con- 
struction sector was in a 
severe recession. Company 

fits would remain flat for at 

it another 18 months. 

But profits this year were 


expected to be ahead of the 
£9.2m for the year to October 


1990 as the company did not 
expect to make C - 
sions for potential 


ing losses. Last year the group 
wrote down the value of its 
housing Jandbank by £7m. 

US contracting and minerals 
profits fell from £1.3m to 
£392,000. But UK minerais prof- 
its rose from £440,000 to 


£13m. 
Lex, Page 14 


This announcement appears as a matter of record only 


Illinois 
Central 
ilinois Central Railroad Company 


$110,000,000 
10.02% Senior Secured Notes Due 1999 


$50,000,000 
10.40% Senior Secured Notes Due 2001 


The undersigned co-arranged the private placement 
of these securities which were placed with 
U.S. institutional investors 


Kleinwort Benson North America Inc. 


July 1991 


Results at 
Hoesch 
plunge in 
first half 


By Christopher Parkes 
in Bonn 


FIRST-HALF profits at Hoesch, 
the Dortmund-based steel and 
engineering group, tumbled to 
DM140m ($80m) from DM412m 
in the first six months of 1990. 

Worldwide sales, down by 
DM230m at DM8.02bn, were 
Sustained by the inclusion for 
the first time of contributions 
from recently. com- 
panies, the group said. 

Overseas turnover was 
static, while domestic sales 
dropped 11 per cent to 
DM1.77bn and orders were 
down 7 per cent at DM6.2bn. 

The company said it expec- 
ted a “satisfactory” result for 
the year despite poor economic 
conditions and continuing 
Problems in the steel market. 
The first six months had seen 
farther deterioration in most 
western markets. 

Increasing labour costs and 
Taw material prices, and 
Unfavoorable exchange rates, 
tad contributed to the set- 


Capital investment of 
DM579m in the first half was 
the same as last year, and the 
group is planning to maintain 
total spending in 199] at 
DM900m. 


Restructuring of the group, 
started by the late Mr Detlev 
Rohwedder, is expected to con- 
tinue under the control of Mr 
Kajo Neukirchen, who took 
over as chief executive this 
month. 

Mr Neukirchen has been 
credited with tarning round 
the Kldéckner-Humboldt- 
Deutz engineering concern. 

@ Feldmiible Nobel, the Ger- 
man conglomerate, yesterday 
reported a 24 per cent rise in 
Pre-tax profits for the first six 
ache; mae by th 

performances by the 
heating, plastics and aircraft 
components divisions more 
than weaknesses in the 
Paper, steel and technical 
Products busin 


esses. 

Profits were DM216m, com- 

pared with DM175m a year 

earlier, on turnover down 4 
Per cent at DM4.44bn. 

Sales of heating products 

almost 40 per cent 

and turnover in aircraft com- 

ponents and plastics increased 

29 per cent and 13 per cent 

respectively. 
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Two stockbrokers collapse ;_.....- 


following share fraud claim 


By Haig Simonian in Milan 


TWO SMALL italian 
stockbrokers yesterday 
declared themselves insolvent, 
becoming the first big casual- 
ties in the Lioobn (376m) 
alleged share fraud involving 
Banque Dumenil Leble (Sui- 
sse), the Swiss bank controlled 
by Mr Carlo De Benedetti. 

Studio Adorno, of Milan, and 
Studio Montaicini, of Turin, 
said they were unable to 
deliver shares worth L52bn and 
L18.5bn respectively ahead of 
tomorrow's scheduled bourse 
settlement date. : 

The insolvencies will trigger 
a mechanism whereby their 
commitments will be assumed 
by the stockbrokers’ commit- 
tees at the two bourses. It is 
now likely that Friday's settle- 
ment date will be postponed. 

The insolvencies follow the 
discovery by Banque Dumenil 
Leble (Suisse) of an alleged 
fraud, involving shares worth 
about L100bn. 

According to the bank, the 
shares, ostensibly put up as 
collateral against loans, were 





Italy 
— 
Banca Commerciale Italiana Index 





‘Source: Datastream 


part of an elaborate scam by 
Dominion Trust, a Turin com- 
pany. Dominion Trust is not 
connected with the Canadian 
financial services group of the 


same name. meet 

Dumenil Leble maintains 
that it never possessed the 
shares. although Assets Devel- 
opment Bank, which it bought 
in July, maintained a clearing 





relationship with Doitinion 
This week, Swiss -magis- 
trates froze any delivery of 
shares pending further invest. 


‘Trust. 


gations. : 

Both brokers are’ sinalj, 
although Studio Adorna has 
some sizeable clients. Its head, 
Mr Giovanni Adorno, is known 


as one of the “characters” of 


the Milan bourse owing to his 
often controversial remarks 
and eccentric dress. : 
Under Italian stock market 
rules, the two brokers” cdnmit- 


ments will now be assumed by | 


brokers’ committees, which 


will set new average prices for ! 
Any 


the two brokers’ trades, 


profit between the new average 1 


the original “trading 
tree, 


price will go to the committee, . 


while losses will be borne by 
other brokers with whiclr they 
traded. oo 
Brokers were pessimistic 
about the repercussions of the 
affair for Italian equities and 
the image of the mai! as 
volume on the Milan bourse 
plunged yesterday to L40b 








Life insurance side lifts Aegon 


By David Brown in Amsterdam 


AEGON, the second largest 
insurance group in the Nether- 
lands, yesterday reported a 16.6 
per cent increase in net profits 
for the first half to F1416.9m 
($212m) compared with F1357m 
in the year-ago period. 

Aegon said total revenue 
advanced to Fi6.99bn from 
Fl6.44bn, an 6.6 per cent rise. 
Operating income climbed 13.5 
per cent to F1336.4m from 
Fi296.4m. 

A strong performance in its 


life insurance sector in the US 


enlarged 
from the sale of equities and 
real estate climbed F120m to 
F181m during the period. 
Due to weak economic condi- 
tions in the US, Aegon took a 
provision of Fi20m to cover 
potential losses from its bond 
and mortgage portfolios, but 





North American revenues ‘were 
up overall. - 
Results from newly-acquired 
Belgium (Precam) are inctuded 
Belgium are inch 
in Aegon’s 1991 results: for the 
The company will’ pay an 
interim dividend of F1220, up 
10 cents. The group repeated a 
forecast that year net eatnings 
will be “moderately” ‘ higher 
than the F1749m achieved in 
1990. vie 





Mannesmann wins control of Boge 


eter compas the Gertian: 
enginee! group, agreed 
to buy control of Boge, the Ger- 
man car Components manufac- 
turer, from an investment con- 
sortium led by Commerzbank, 
writes Andrew Fisher. 

The deal pushes out a US 
company which had also 
shown an interest in buying 
the group. 

Boge makes struts and shock 
absorbers, a field in which 
Fichtel und Sachs, a Mannes- 


mann subsidiary, is also 
involved. 

Mannesmann said the pro- 
posed acquisition would Ww 

th companies ta spread the 
development costs of vehicle 
systems across more products. 

By agreeing to buy 50.1 per 
cent of Boge, which made a 
pre-tax loss of DM7m ($4m) in 
the first half of 1991 against a 
profit of DM8.5m in the same 
period last year, Mannesmann 
has thwarted the attempt of 


Arvin Industries of thé US to 
take control. " 

Arvin compiained ‘last 
month that it was." being 
blocked from 


purstitig a 
Merger proposal with Boge 


whose yearly turnover is 
DM750m, by Commerzbank. 
With VDO, the German itistra- 


‘ ment and components’ Maker 


ts' 
which is in talks with Siemens, 
and other investors, the’Ger 
man bank owns the ‘Stake 
being bought by Mannesinamn. 
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INTERNATIONAL COMPANIES AND CAPITAL MARKETS 


‘\ Cathay Pacific posts 21% decline 


By Angus Foster in Hong Kong 


CATHAY Pacific Airways, the 
‘Hong Kong international! air 
carrier controlled by Swire 
Pacific, yesterday announced 
that interim profits to end- 
Jane had fallen 21.7 per cent to 
HKS1.1Ibn (USS141.8m). 

The results were well 
received in Hong Kong, where 
a bigger decline had been 
feared, and shares in both 
Cathay and Swire Pacific 
closed firmly. 

Cathay said passenger toad 
factors fell 6 per cent to 70.6 

er cent during the period 

cause of a sharp drop in traf- 
fic during the Gulf crisis. 


Higher oi! prices and price 
inflation in Hong Kony also 
affected profits. 

bir David Gledhill, Cathay’s 
chairman, said there were 
signs of recovery and predicted 
an improvement in the second 
half, Load factors had recov- 
ered slightly, and cost-cutting 
measures, including 2 pay 
freeze, should easc pressure on 
the: company’s margins, he 


said. 
_Mr Gledhill said most of the 
airline's major markets had 
recovered well after the Gulf 
war. South-east Aslan and 
North American routes had 


Performed well, but the Japa- 
Rese) market remained 
depressed. New routes to Lon- 
don Heathrow and Johannes. 
burg, introduced in May und 
duly respectively, should con- 
tribute in the second half of 
the year, be added. 

Cathay still hopes to start 
direct Nights to Vietnani later 
this year, although previuus 
Plans have been delayed sev- 
tral times. The flights depend 
On agreement between the 
Hong Kong and Vietnamese 
Fovernments, and are clouded 
by political questions such as 
the influx of Vietnamese 


Tefugers to Hong Kong. 

_Carhay’s earye and mul ser- 
vices continued to witness 
rapid growth, and revenues 
increased 18.3 per cent in the 
period. Air cargo volumes in 
Asia h risen sharply in 
Tecent cs, reflecting the 
region's strong economic 
Krawth. 

Turnover increased 5.1 per 
cent to HK$9.aibn. Net finance 
charges fell to HKS128m due to 
higher interest and investment 
income. 

Cathay is paying a1 imerim 
dividend of 10.5 cents, 
unchanged since 1999. 












: Prague unit 
-' for Bayerishe 


. Vereinsbank 


By Katharine Campbell! 
in Frankfurt 


BAYERISCHE Vereinsbank, 
che large Bavarian bank, is set- 
ting up a subsidiary in Prague, 
maxing it one of the first Ger- 
man banks to establish a foot- 
hold in eastern Europe. 

The 100 per cent-owned sub- 
‘Sidiary will concentrate ini- 
waly on trade finance and for- 
eign exchange operations, with 
the intention of broadening 
into mortgage lending, one of 
its staple businesses in the 
west. ; 

The Bavarians will open for 
business during the first quar- 
ter of 1992 with a staff of 
around 20 and a preliminary 
capital base of DMi8m ($10m). 
.BY says many clients along 
the German/Czechoslovakian 
border are building trade con- 
nections with Czechoslovakia. 

The bank is also already 
involved in some project finan- 
cings and is bidding on a num- 
ber of privatisation schemes. 

* Although the big German 
banks are developing a net- 
- work of representative offices 
across eastern Europe, most 
have as yet been unwilling to 
commit themselves further. 
Dresdner Bank, however, has 
’ taken a stake in a new opera- 
* tion in Hungary in partnership 
with Banque Nationale de 
Paris and a Hungarian bank. 

Czechoslovakia has estab- 
.lished a two-tier banking sys- 
tem whereby the functions of 

* the Staatsbank, which previ- 
ously had a virtual monopoly 
on forms of banking busi- 
ness, is now restricted to mon- 
etary control and banking 
supervision. 

Both Prague and Bratislava 
plan to open a stock exchange 
next year. 





UPI files for Chapter 11 
protection for second time 


By Martin Dickson 


Decline ts eee 
the sti news agency, 
yesterday filed for Chapter 11 
bankruptcy protection against 
its creditors for the second 
time in seven years - a move 
that might help the business in 
its efforts to find a new owner. 

UPI, founded in 1907, has 
around 450 full-time and 2,500 
part-time employees and serves 
more than 2,500 newspapers 
and broadcasting stations 
around the world. 

Mr Pieter VanBennekom, the 
chief executive, said UPI's 
operations would continue nor- 
mally as it made plans for a 
Chapter 11 reorganisation and 
dealt with the compensation 
claims of its creditors. UPI has 
around $65m in liabilities and 
about $22m in assets. 

The news agency is owned 
by Infotechnology, a company 
that itself filed for Chapter 11 
bankruptcy earlier Hels ear. 

e two proceedings now 
be consolidated, which should 
allow the reorganisation pro- 
cess to be si 





_ Portugal’s BPI takes over 
Banco Fonsecas & Burnay 


BANCO Portugués de 
Investimento (BPD, Portugal's 
leading private investment 
bank, has won control of 
Banco Fonsecas & Burnay 
.(BFB), a medium-sized com- 
mercial bank which was priva- 


The sale involved a block of 

- 16.4m Shares representing 80 
per cent of BFB's share capital. 
BPI paid just above Es36bn 





| ‘SA insurer advances 14.4% 


MUTUAL and Federal, the 
-largest short-term insurer in 
. South Africa, achieved a 14.4 
- “per cent increase in after-tax 
profit for the year to end-June, 
writes Philip Gawith in Johan- 
nesbarg. It also recorded an 
underwriting surplus when 
most of its competitors 
reported losses. 
- After-tax profits rose to 
R10im ($35.1m) from R88im in 
1990. This included a R19m 
underwriting surplus, only 1.9 
per cent of the earned premi- 
ums of Rl0ibn. In 1990, the 
, Surplus was R1t.5m on earned 
‘premiums of £748.2m. About 


Toyota sees no sign of early 
recovery as profits tumble 


By Stefan Wagsty! in Tokyo 


TOYOTA MOTOR, Japan's 
biggest car-maker, yesterday 
reported a sharp decline in 
profits for the 12 months to 
dune and warned against 
hopes of a recovery in the cur- 
rent year. 

Amid difficult conditions for 
the world auto industry, pre- 
tax profits for Toyota's parent 
company fell 21.7 per cent to 
¥574.3bn ($4.19bm). Consoli- 
dated pre-tax profits were 
down 15.3 per cent at Y705.5bn, 
buoyed by good results from 
the US where the company had 
enjoyed increased sales of 
high-margin luxury cars under 
the Lexus marque. 

Consolidated sales in the 
year rose 7.2 per cent to 
y9.855bn, and for the parent 
company by 7.1 per cent to 
Y8,564bn. Turnover was held 


back by 2 marked slow-down 
in the Japanese market in the 
second half. In terms of units, 
sales of vehicles rose just 2.2 
per cent from the previous 
Year - with 4.528m sold 
Against 4.429m. The downturn 
shows signs of continuing in 
1991-92. 

Toyota said profits had 
fallen because of significant 
increases in cost ln areas 
including research and devel- 
Opment, personnel, capital 
depreciation and managerial 
expenses, Exchange losses had 
further depressed the result. 
Analysts added that margins 
had suffered from intense com- 
petition sparked by the world- 
wide slowdown in autu sales. 

For 1991-92, Toyota forecast a 
5 per cent increase in unconso- 
lidated sales to Y9,000bn and 


unchanged profits. The com- 
pany sald that while the Japa. 
nese cconomy was basicully 
sound, there was “some con- 
cern we may sev a business 
slowdown”. The outluok fur 
exports was unce¢riain because 
of “the continuing flat trend of 
the US economy and the 
unknown outcome of economic 
and political turmotl in the 

ISSR and eastern Europe”. 

Toyota said investment in 
new plant and equipment 
would continue. The parent 
company had spent Y6i]bn on 
capital Investment last year 
and intends to spend YS90bn in 
the current year. 

Toyota’s cunsolidated net 
income feli 2.2 per cent to 
Y431.4bn. The company is pay- 
ing an unchanged total divi- 
dend of Y35 a share. 





Mayne Nickless slips to A$105m 


By Mark Westfield in Sydney 


MAYNE NICKLESS, the 
Australian transport and secu- 
rity group, has ridden out the 
worst of the recession, posting 
@ net profit for the year to 
June 30 of <A$105.57m 
(US$82.4m), only 6.5 per cent 
down on the previous year. 
Although group sales were 
up il per cent to Ag2abn, tight 
margins squeezed operatin; 
profit before tax and abnormal 
items, down 10 per cent to 
AS$149.2m from the A$166m of 


1990, although revenues were 8 
per cent higher at A$I.4bn. 

Its acquisition of transport 
businesses in the Netherlands 
and Spain lifted European 
operations, with revenues ris- 
ing to A$476.15m from A$194in. 
The hardest-hit sectors in the 
Group were its Australian road 
express and freight operations 
and Parceline in the UK. 

In line with its offshore 
push, Mayne Nickless recently 
agreed to build a large ware- 


in the last year. Revenue trom 
its Health Care Services arm 
doubled to A$137m. 

Directors reduced the final 
dividend to 17.5 cents, fully 
franked, or tax free in the 
hands of shareholders, from 20 
cents last year, making the full 
1991 pay-out 35 cents. 

@ France Telecom has taken a 
10 per cent stake in Kalori 
Communications, one of two 
contenders to establish 3 sec- 
ond telecommunications car- 


Nationa! 
Semi to 
take $149m 


charge 


NATIONAL Semiconductor. 
one of Silicon Valley's leading 
microchip makers, said it 


would take a first-quarter | 


charge of $149.3m to cuver the 


costs of a worldwide restruct- | 


uring of its manufacturing 
plants, writes Martin Uickson 
in New York. The company 
also warned that its operating 
results were likely tu be below 
market expectations. 
National, which bas been 
struggling to return to sus- 


tained profitability after mo | 


years of disappointing results, 


said its action had been j 


designed to allow the company 
to “reshape its manufacturing 
structure, consolidate under- 
utilised fabrication plant 
capacity, while upgrading its 
continuing operatiors and 
improving their utilisation”. 
The plan would significantly 
lower its cost structure. 

Wall Strect analysts are 
expecting the company to 
report earnings per share of 
around {| cent for the quarter 
to end-August, compared with 
net losses of $1.63 a share in 
the same period of last year. 

in June, National reported 
fourth quarter net earnings of 
3 cents a share, compared with 
2 cents in the 1990 quarter, 
and losses of $151m for fiscal 
1991 on revenues of $1.7bn. 

@ National Semiconductor 


said yesterday it was closing j; 
its Rong Kong manufacturing | 


and laying off 160 
workers, in an effort to cat 
costs and prodaction capacity. 
The plant, established in 1969. 
was used to assemble com- 
puter boards. 

National Semicunductor said 
the move did not affect its 
locally based south-east Asian 
marketing operation. which 
employees 180 others, or 
another 20 employees involved 
in design work. 


Plumrose buys 
Venezuelan rival 


PLUMROSE, the meat 
products division of the East 
Asiatic Company, the big Dan- 
ish international trading and 
transport group, has bought 
out its biggest competitor in 
Venezuela, writes Hilary 


Barnes tn Copenhagen. 


THE TREASURER OF THE 
STATE OF VICTORIA, 
AUSTRALIA 


has obtained an 





A$710m 


ALL ORDINARIES 
INDEX 


HEDGE FACILITY 


in relation to the 






This transaction was arranged and 
underwritten by 
Macquarie Bank Limited 
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Earnings 
217 cents from 190 cents, and 
the dividend was lifted to 52 
cents from 40 cents a share. 
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Treasuries firm on weak GNP data, 


Moody’s lowers ratings on Salomon 


By Patrick Harverson in New York 


MOODY'S Investors Service, 
the New York ratings agency, 
yesterday lowered its ratings of 
Salomon Brothers‘ debt follow- 
ing the Treasury auction-rig- 
ging scandal that has engulfed 
the big securities house. 

ie agency's move may be 
the first of several do’ x . 
_ Moady’s downgraded its rat- 
ing of senior debt issued by 
Salomon, the parent group of 
the securities firm, from A2 to 
A3, and its rating of the 


Tighter regulations intro- 
duced by the Securities and 
Exchange Commission (SEC) 
earlier this year have made the 
funds reluctant to invest in 
coramercial paper that does 
not carry top ratings from the 
big agencies. 

Salomon said yesterday the 
downgrades would not have a 
significant impact on the firm's 
overall liquidity, but admitted 
they mighi it marginally raise its 
cost of 


might be imposed. 

Salomon has been under 
investigation by the SEC, the 
New York Federal Reserve, the 
New York Stock Exchange, the 
Treasury ent and the 
anti-trust division of the sus 
tice Department since ear! 
this month when it admitted 
forging customer orders and 
breaking Treasury rules in 
recent auctions of new govern- 
ment securities. 

Among the disciplinary 


Salomon's earnings aré 
likely to be affected by the 
scandal It has already been 
temporarily barred by the gov- 
ernment from bidding in Trea- 
sury auctions on behalf of cus- 
tomers, and several large 
public pension funds and the 
World Bank have suspended 

with the firm. 

The continued threat to Salo- 
mon's business has 
Moody's to keep the firm's debt 
ratings under review, and fur- 


group's commercial paper from 
Prime-1 to Prime-2. 

The downgrades, which 
affect $7bn of long-term securi- 
ties, are likely to increase the 
amount of interest Salomon 
will have to pay when raising 
money on the capita] markets. 

The lowering of its commer- 
cial paper ratings could also 
force some US money market 
funds to stop investing in Salo- 
mon, 


borrowing. 

Moody's lowered its ratings 
due to concern about “the pos- 
sible legal, financial and busi- 
ness consequences arising 
from recent revelations of 
wrongdoing related to Salo- 
mon's US i Wy 

It added that the greatest 
concern would be the nature of 
any criminal charges that 
might be brought against the 
firm and any judicial and 
regulatory sanctions that 


business. 


agencies. 


actions that could be taken 
against Salomon are the levy- 
ing of multi-million dollar fines 
and a possible suspension or 
disbarment from participating 
in future Treasury auctions. 
The firm is facing a host of liquidity. 
civil lawsuits from sharehold- 
ers who allege they were 
defrauded by Salomon's illegal 
activities, and possible crimi- 
nal prosecution by government 


ther downgrades are possible. 
However, the agency said the 


firm's credit was still 
supported by its professional 
financial ent, ade- 


quate capital and healthy 
Moody's is the first big rat- 
Salo- 





Cash returns to Mexico’s coffers 


Damian Fraser on the gradual privatisation of the country’s banks 


EXICO'S financial elite is at the 

point of regaining control of the 

country’s banking system, nine 
years after having their banks seized by 
Mexico's government. 

The bank privatisations are steeped in 
symbolism. In September 1982, the then 
president, Mr Jose Lopez Portillo, national- 
ised the banks just after his government 
had defaulted on Mexico's $60bn of foreign 
debt and confiscated ali dollar-held depos- 
its. 

The move was intended to halt flight of 
capital to the US — but, in fact, it lead to 
billions leaving the country. 

In a neat reversal, much of that money 
has now returned to Mexico to buy a 
chunk of the country’s financial system. 

From June to mid-August, Mexican 
financiers bought six state-owned banks 
for $1.25bn, three to four times their book 
value. On Monday, 800 investors, headed 
by Mr Roberto Hernandez of the brokerage 
Accival, paid $2.3bn, 2.62 times book value, 
for a controlling 50.7 per cent interest in 
Banamex, Mexico's largest bank. 

By the middle of next year, all 18 for- 
merly state-owned banks should be sold, 
for a total that is likely to exceed $10bn. 

Mexico's businessmen, in stark contrast 
to 1981, are remarkably confident. The 
stock market, at the point of crashing in 
1981, has almost doubled in value in the 
past 12 months and interest rates are at 
their lowest for a decade. 

Inflation in the first half of this year 
slowed to 23.1 per cent, while the economy 
grew by 4. 8 per cent. 

Unlike 1982, when hank owners were 








mainly rich industrialists, most of the 
bank purchasers have been brokerages 
eager to buy banks and form integrated 
Snancial groups. Many = convinced of 

supposed synergies of putting a bank 
and brokerage under one roof. Others sim- 
ply fear being left out. _ 

The prospect of continued economic 
growth has also driven the buying. 
Mexico's banking system is still relatively 
underdeveloped: it has just one bank 
oe per 18,000 -Beople, against one p per 

300 in Portugal. The mortgage mar! 
untouched, while household and middie- 
size corporate lending is scant. 

Mr Justin Manson, of CS First Boston, 
advisers to Mexico's Ministry of Finance in 
the bank privatisations, reckons the finan- 
cial sector will grow at least twice as fast 
as Mexico's economy in the next five 
years. Costs are also likely to fall since the 
banking system is 


pects for Mexico's economy and the prit 
paid for the banks begin to make sense. 

According to a document soliciting 
investment, Mr Roberto Hernandez's 


g 


top end of the likely range. Even if the 
economy grows by over 5 per cent a year 
for the next five years, 
the financial sector are 
competition between the banks, spurred 
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by the elimination of trade barriers with 
the US, becomes tougher. 

This suggests that despite the opportuni- 
ties in the coming years, Mexico's banks 
will be operating in an increasingly com- 


petitive environment. 


nm 1990, the average spread between 

lending and borrowing exceeded 6 per- 

centage points, partly thanks to 
imbedded expectations of high inflation. 
But with the inflation rate falling and 
greater competition between the banks, 
the spreads have started to decline. 

Mr Hernandez, in an interview last year, 
suggested Mexican spreads would fall to 
15 per cent by 1993. 

According to CS First Boston, in Spain, 
for example, the average interest rate 
spread is 4.9 per cent, which is 15 to 2.0 
Percentage points above the European 
a . 


erage. 
As s shrink, competition for for- 
taerly lucrative areas — such as money 
taarket operations, credit cards, and lend- 
ing to large corporate customers - 


UK bank 
launches 


deal in 
Ecu market 


TWO deals were launched in 
the Een bond market yester- 
the pressure of aggressive pri- 
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By Patrick Harverson in New York and Sara Webb in London 


US bond prices firmed across 
the board yesterday morning 
on the back of weaker-than-ex- 
pected gross national product 
figures. Trading was light. 


GOVERNMENT 
BONDS 


with a market participants 
on A 

By midday, the benchmark 
30-year government bond was 
up & at 100%, yielding 8.097 per 
cent. The two-year note was 
also firmer, up % at 100, yield- 





6.358 per cent. 
ing 65 Ps iggered by the 
report that GNP fell 0.1 per 


cent in the second quarter, a 
substantial revision from the 
original estimate of a 0.4 per 
cent rise. Analysts had not 


expected a revision. 


m NEWS that the US economy 
shrank in the second quarter 
helped lift European govern- 
ment bond markets yesterday. 

In Germany, the rise in gov- 
erntnent bond prices was also 
helped by better-than-expected 

The cost of living in western 
Germany was unchanged in 
August from July, giving a pro- 
visional year-on-year rise of 41 
per cent. In July, the year-on- 
year increase was 4.4 per cent. 


Telebras plans $200m Eurobond issue’ 


F 


The new 10-year Unity bund 
- with a coupon of 8% per 
cent — rose to 102.05 yesterday 
afterncon, after Tuesday's 
close of 101.7. 

The Liffe bund futures con- 
tract opened at 84.79 and 
traded to a high of 85.02 before 
falling to 84.97 in late after 
neon. 


sUK government bonds 
inched up, although funding 
motes continued to hang over 


market. é 
The 11% per cent gilt, due 
2003/07, opened at 11143 and 
traded up to 111%. 


Se ee en 
BENCHMARK GOVERNMENT BONDS |. 
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By Tracy Corrigan and Victoria Griffith 


TELEBRAS, Brazil's 
state-owned telecom- 
munications group, plans ‘to 
launch a $200m offering of 
five-year Eurobonds next 
month — its first issue in the 
international markets. 

Merrill Lynch has won the 
mandate to lead manage the 
issue, which ace expected to 
carry a 10 per coupon. 

Meanwhile, Banco Nacional 
do Desenvolvimento 
Economico e Social, Brazil’s 


NEW INTERNATIONAL BOND ISSUES 


development Bank, has just 
completed a refinancing of 
some bank debt through a 
$55m issue of five-year 
Eurobonds with an average life 
of 3.5 years. 

Merrill Lynch placed $30m of 
to vied thee per cent, wine 

per cent, wi 

Bank of America took the 
remaining portion of the 
iesue, in exchange for existing 


Last week, a new proposal 
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1m. 


expect the Bank of England t 

ee further ieeaea ae 
medium or long-dated gilts, in, 
the next two weeks. mo 


anese government bond 
trading n” 
following a dull session ,in« 
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ee 
by Brazil on the : 
of its $50bn of commercigh. 
bank debt met an enth atic. 
response from its bankers, 


m 


an 

will soon be reached. os 

Such an agreement, 5 
largely discounted by 
market, would further boost. 
the perception of Brazil’s cretift* 
and facilitate access jto: 
the international capilat’ 
markets by other Br: 
borrowers. 
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Amount m. Coupon % Price Msturty Fees Book runner 


Borrower 

US DOLLARS 

Ford Motor Credit Co.(alt 200 3 101.16 1994 

Lechters inc.§ 60 (S544) 3 2001 
Nat. Treasury Serv.(aj 150 9 101) 1996 

Asrospatiale(a}t Y jen 100 Hy me 1986 

FRENCH FRANCS 

Abbey Nat Treasury Serv.(a}t ton 93, 100.74 1994 

SWEDISH KRONOR 

Volkswagen InLFin.NV(a}t 300 10% 100%, 1998 


teePrivate placement. §Convertibie. ¢With equity warrants. Floating rate note. tfinal terms. a) Non-callable. 


LONDON TRADED OPTIONS 


13g/1.325 CSFB 
2la/132_Goldman Sachs 7 


ers Nomura Int. 
14/1.775 Nomura Int. 


1% UP Morgan 
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NOT CLOSE...EXACT 


The FT-Actnaries Share Indices Service 


FINSTAT, the Financial Times Statistics Service, offers a unique 

: range of electronic information relating to the FT-Actuaries Share Indices. 
; Your PC can now access all of the actual statistics used in calculating 

» this important series, bringing 
: Printed details are also available. . 
~ For further information contact FINSTAT on 071-702 0991. 


new accuracy to your analysis. 
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Wace spoils record with 34% fall 


By John Thomhill 


WACE GROUP, the prepress - Bg 
and p! 
Sash in its “impressive 
pr . record 
announced. 







BREDERO,”’ the 


concern, yester- 


| when. it | 
8 34 per cent fall in 


competitors,” 

Operating profits fell to’ 
£11.5m (£12.1m) but were 
dragged down by inter. 
est costs of £3.41m (£185,000 


Wace spent much of that 
money reorganising Parkway 


losses of that size are neither 











John Clegg: recession could be best thing to happen to us 
“pany it hovght last year, Park- 





way contributed £1.9m to prof- 
its and £33m to sales. 

An extraordinary cost of 
£852,000 resulted from. the clo- 


receivable). This largely sure of some of its type-setting 
ET aed 

on e 

the half year although this will 4@ COMMENT 

fall to £5.2m in the second half’ The remarkable acaitisition- 


driven expansion: of. ‘Wace :— 


were made te reduce the carry- 


company: 49'per centowned unexpected nor seen as partie. ing costs of the group's smaller 
Sipugh ‘Estates, plunged into ularly bad”. tetail and some residential 
of 199}, reporting-a taxable def- properties, a limited number of — However, the group's invest- 
“SL.Sm § shopping centres, and is work- ment portfolio - developments 
ing on an office, retail and retained as rental properties ~ 
complex in almost doubled profits to £1.3m 
smith, west London. (£633,000). “We are not finding 
Turnover dropped by 40 per it as difficult to let our centres 
Santito £24.1m. a an others are,” Mr Chisholm 
trading portfolio, w! . 

; . derives income from the sale of Net borrowings rose to about 
Chisholm, properties, was worst hit and £90m and off-balance sheet 

ma ‘director, said that was responsible for most of the debt stood at £25m. 
“given the state of the market, oss. Provisions of about ¢2m —_Bredero passed the interim 
dividend on its ordinary shares 











". of the money supply must, 


DIVIDENDS ANNOUNCED 


Corres - Tota! Total 


will pay 6.12p per prefer- 
ence share for the first time. 
Losses per share were 3.9p 


* Comparisons with 





UK COMPANY NEWS 


sited public group within the 
Space of five years - has 
tempted some followers to 
believe that it Is a financial 
disaster waiting to happen. 
Saatchi and 
Saatchi and WPP have inevita- 
bly been drawn. But there dre 
several reasons to believe that 
such a meltdown will not hap- 
pen. First, most of the dilutive 
effects of Its earn-out based 
acquisitions have already been 
swallowed. Second, It has good 
asset backing to sustain the 
share price. Third, it has signif- 
icantly strengthened manage- 
ment to cope with the demands 
of being a more mature busi- 
ness. Nevertheless, sentiment 
has clearly been running 
against the com; . Analysts 
were disappointed this set 
of figures and somewhat 
alarmed by the level of gear- 
ing, which rose during the six 
months from 52 per cent to 86 
per cent. Pre-tax profits fore- 
casts for this year have been 
trimmed to {23m giving a pro- 


: spective multiple of 14, on a 


share pecs, down 7p at 25ip 
yesterday, That rating looks 
enough, at least until the 
performance reflects 

the management’s brave 


Group, the rival pre-press com- almost nothing to a medium words. 


Cookson sells 
Japanese unit 
for £18.6m 


By Roland Rudd 


COOKSON, the industrial 
materials group, yesterday 
announced the sale of Its 80.4 
per cent holding in Cookson 
Plibrico, Japan, to Asahi Glass, 
for Y4.26bn (£18.6m). 

‘The group is also negotiating 


Mexican plastic businesses as 
part of its strategy to dispose 
of non-core businesses, 

Mr Bob Malpas, chairman, 
said the sale of Plibrico’s inter- 
national businesses would 
mark the end of the reshaping 
of Cookson, designed to reduce 
debt and concentrate on its 


CMG widens 
share base 
prior to its 
flotation 


By Michael Skapinker 


CMG, fie employee-owned 
sold a 43 per cent stake to 
Midland Montagu Ventures for 
£m af a prelude ‘to a Stock 
Exchange listing within five 


years. | 

One of Europe's largest com- 
puter services companies, 
CMG said it had become too 
big to operate as a purely 
emplayee-owned group, Mid- 
land Montagu will buy shares 
from existing employee 
holders. No new shares will be 


created. 

ney, software development, 
tancy, are dev nt, 
business systems and facilities 
management, last year 
tax profits of £7m. 


i 


expected current year turn- 
over to be about £100m. 
The company, which has 


or less equally between 
the Netherlands and the 
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Holmes Protect seeks approval 
for debt reduction agreement 


By Jane Fuller 


THE BOARD of Helmes 
Protection, the US-based secu- 
rity and alarm company listed 
in London, has appealed to 
shareholders ta back its debt- 
restructuring plan and to 
oppose a management coup 
being attempted by # group 
awning nearly 27 per cent of 
the equity. 

Mr Tom Mayer, chairman 
since last autumn, descrihed a 
new agreement with fenders on 
how to repay $66m (£39.2m) of 
debt. He said it envisaged a 
more feasible timetable for the 
sale of assets. 

The plan included: 

@ reducing the interes: rate 
on the senior notes from 10.72 


per cent to 8 per cent; 

@ extending maturity date 
for the senior notes from Janu- 
ary 1992 to September 1993 
with principal payments total- 


@ selling operations outside 


New York and applying the 
proceeds to repaying debt, 

@ converting Slim debt into 
new equity, mving the lenders 
a 33 per cent holding. At yes- 
terday’s closing price of 6'p, 
the company’s market value 
was £4 2hm. 

Mr Mayer said the most 
valuable aaset - the New York 
operation — would be kept. 
The remaining business would 
sul have $20m of long-term 


He conceded that the lend- 
ers, who had made unsecured 
joans, had gained as security 
the company's assets and sub- 
sidiaries. “They held the upper 
hand and they had initially 
wanted the company to liqui- 
date all its assets,” 

Shareholders will be asked 
to support the plan at a special 
meeting in 2 on Septem- 
ber 24, called by a group of 
dissident shareholders. 


The Investor Group, led by 
Mr Eric Kohn, a former direc- 
tor, and involving Sir lan Mac- 
Gregor, has requested an 
enlargement of the board to 
include five new directors. 

Mr Kohn said the current 
board had been negotiating 
from a position of weakness 
and still had to sell substantial 
assets. He described the Tend- 
ers as “grabbing” security and 
said this was the “sting in the 
tail" of the new plan. The lend- 
ers were squeezing out as 
much cash as possible, 

He said his group was sup- 
ported by Scottish Amicable 
and AGF, two large insurance 
groups. Altogether he claimed 
the holders of at least 48 per 
cent of the equity were on his 
group’s side. He quated one 
institution as saying the man- 
agement issue should be 
resolved before a settlement 
was reached with the lenders. 





Warning over annual report as 
losses increase at Richmond Oil 


By Peggy Hollinger 


RICHMOND OIL & Gas, the US 
natural resources group quoted 
in London, yesterday 
announced a sizeable increase 
in pre-tax losses and warned 
that its annual report would be 
qualified unless a severe 
liquidity problem was solved 
before the auditors signed off 
the accounts. 

Mr Robert Fox, chairman, 
said that ~-than-expected 


reserves at 
Texas had hit cash flow, 

He said the group was just 
maintaining itself on a 
monthly basis and had cur- 
tailed its exploration pro- 


gramme. s 

The shares, which have 
fallen from a peak of 173p in 
June last year, closed tp down 
at l4p. 

The group suffered pre-tax 
losses of £795,000 (£142,000) for 
the year to March 31 after pro- 
visions of £655,000 (£54,000 
credit), The auditors had 
insisted on these provisions for 

i on projects 


Richmond O11 & Gas __ 





demand was offset by 
increased costs because of 
much stronger competition for 


ngs. 

The group acquired Rich- 
mond Ranch in October for 
$33m cash and assumed its 
$51m debt. Since then it has 
pursued an active drilling pro- 
gramme, completing 34 wells 
at a cost of about $i4m 


The group also up 
development of its coalbed and 
methane interests in the San 


ified report from auditors. “We 
had hoped to complete two or 
three months earlier.” Mr Fox 
said. However, negotiations 

ham falling 


JJ 
advanced talks with three 
jal purchasers. “Ideally, 
we would like to sell a 75 per 
cent stake,” he said. This could 
fetch between $15m and $22m 
(585m to £18m). 

The group's Panhandle 
in Texas were disap- 
pointing, Mr Fox said. Manage- 
ment mistakes had taken a 
heavy toll on returns. “In 
terms of the investment we 


." Mr Fox said the group 


. “Current Date of ponding for last compared to earnings of business 
__r Payment’ payment dividend year year | Si long-term . 
. . le Net assets of Cookson's 
ATA Selection § [nt nil ei ; re) 1 stake were about Y1.8bn at the 
Braime (TF &JHj-int 235 ‘Oct? 1.75. = 7.25 end of last year. 
Bredero Prope —-int oni” *° - 12 5s 74 | Explaura holders Proceeds from the sale will 
Flextoch § —————-fin. “1.5t . 1 1 A 0 help reduce group borrowings 
ay —int “ast oct 48 > (88. | take up 24.5% to about £2000. 
meen 28 Otte | 25 45 4 Shareholders in Explaura| Gearing was recently 
TR Euro Growth ...fin 2.59 Ge 90° eas oe ais Holdings took up 7-18m shares brought down to about 85 per 
228t - _ | = 245 per cent ~ in the recent | cent following ; 
Nee eee eee nee eee nN aT EETErunard derwritten rights issue. issue in A) col 
Dividends shown pence per Share net except where otherwise stated, oeaniy 20 per cent was taken right further - gales. led : 
1O0-capital increased by righte and/or acquisition issues. SUSM Stock. | yi; Irie Europe and it now | autumn gearing was above 100 
Yincludes special 1.5p. . : ‘| holds 9 per cent of the capital. | per cent. : 


mE! SOUTH AFRICAN RESERVE BANK 


“ECONOMIC GROWTH WITH 
_ FINANCIAL STABILITY” 


"Extracts from the address by Dr C. L. Stals, Governor of 


J the South African Reserve Bank, at the seventy-first ordinary 
" general meeting of shareholders of the Bank on 27 August 1991 


‘The economy ‘has now been in a cyclical downswing 


-- since. March 1989, “ic, for a period of nearly 


30 sionths; compared with an average duration of 
17: months for cyclical downnums in the post-war 
. period, Although the downswing is of a relatively 
long duration its intensity bas remained mild, a6 3s 


"reflected ini the fact thar real gross domestic 
- Contracted af en average annual rate of only abour 


-Ma per cenr from the first quarter of 1989 10 the second 
quarter of 1991, A : 
Onraverage the decrease in rea! gross domestic 


Jporally n 
‘growth of employment outside agriculture slowed down 
Fe ent in 1988 wo an average annual ratc of ¥« per cent in the 
r is i {was not only 


mmacceptably high 
second half of 1990 the 
a and relacd prices, t 


‘creases i 
cordil i in consumer prices, me 

ed of ee oe pons, acceleraied from 13,3 per cent in July 1990 ro 
3 per cent in November 1990, t0 flucruate around this level up to June 

Simitarly, increase in the total production price index over, 

‘petiods dis care ote Goelerated from 10,3 per cent in July 1990 to 

15,8 per cent by November, but then fluctusted downwards to [4,] per 


* eatin Juste 1991. 


Mersured over a period of yeeive soonths, the rate of increass in M3 
dropped fram a peak of 27.5 per cent in HUET 1988 to only 10,2 per 
in October 1990, before edging ap to 12,1 per cen 
cad of 1990. Suibsequeatly, however, the rwreive coon ale of tacrease 
in M3 accelerated to Lele teere rar Mr Sea Ene 
sl Spt bore nthe ate nev Ud 

i mainly intermediation of funding activiues 
aden, Brough abou the oresieaninn of the 
Deposit-mking, ‘Jnstitations Act from } February on 

Measured over a period of rwelve months, zhe growth rate of monetary 
institutions’ claims on the domestic private seclor receded from a peak 


‘sli ‘above 30 per cent in October 1988 10 about 13 per ceat in 


January 1991. Thereafter it accelerated to 19 per cent in February and 


stayed above 16 per cent in the next four mouths, 
mainly because transactions previously ieared os off 
balance-sheel items were brought on balance sheet. 


Farther surpluses on carreat account of balance of 
payments 
Although considerable fluctuations occurred from 
quarter to quarter during the course of the year, the 
arent uccount vf the balance of payments in 1990 again 
showed a remarkable overall surplus of RS,8 biftion. 
The level of the surplus then declined to a seasonally 
adjusted annual rate of R3,9 billion in the first six 
moni oh 7a of capital eisied 
ie net ouifloco of copical not related wo reserves 
decreased from R6,2 billion in 1988 to R4,3 billion in 
1989 and even further to R2,9 billion in 1990. In the 
first six months of 1991 the net ourflow of- capital 
* amounted to only R1,3 billion. The improvement of 
the capital account during the past cighteen months 
was particularly significant sance it occurred at a ime 
when lorge amounts of foreign debt fell due for redemption. This clearly 
indicates a substantial refinancing of maturing debt, supplemented by 
the raising of new foreign funds by South Alricin borrowers, 

As a result of the overall improvement of the balance of payments, 
South Africa's total net gold and other foreign reserves increased by 
R39 billion in the eighteen months ended June 1991. Taking inw 
account the substancal unused credit facitiies available to the Reserve 


- Bank ot this stage. the potential total reserves are now considerably 


benter positioned than st any time during the past six Vearg to 
accommodatc an economic upswing. 


Stable effective exchange rate of the rand Seid 
the nominal exchange rate of the rand declined ne 

eT aan monthy ended July 1991, this decline occurred ina, 
stable and urderly manner. The decrease in the weighted nominal 
exchange rate of the rand averaged only 2 per cent per month. The real 
effective exchange ratc of the rand, i.¢. after mking account. of 
international inflation rare differentials, rose by about 4 per cent from the 
end of 1989 up co June 1991, 


Improved prospects forthe economy ~ 

After 1wo and o half years of recession, the economy is now reasonably 

well placed for a new upswing. Although fepent trends in_muacro- 

economic statistics indicate a ing of the recession in the fiest half 

uf 1991, some developments nevertheless signal a bottoming-out or even 

anew upturn in economic activities in the near furure: 

= the leading indicator of the business cycle calculated by the Reserve 
Bank moved upwards for four months in succession [rom January ro 
April 1993}. bt 

— the sharp increnses in the toral current expenditure of the public sector 
since the third quarter of 1990 provide some stimulus 10 overall 
demand, Tota) public sector expenditure has now become distinctly 
expansionary; 

- the switch-over from general sales tax 10 a value added tax (VAT) 
system on 30 September 1991, on the basis announced by the Minister 

of Finance last week, presents a stimulatory fiscal package which 


* should encourage both consumer and new capital investment 


expenditures 7 A 

= the further improvement in the overall balance of payments position 
and the recent rise in the foreign reserves provide some cushion for 
furure increases in imports; and 


£607,000 to £7.54m, 


and increased oil sales 
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= the lifting of sanctions by many countries holds the promise of furtber 
increases in exports, and possibly also for some new capital inflows 
invo South Africa, 


MONETARY AND FINANCIAL POLICY 


Balance of payments 

The persistent oced to finance continuous and substantial net capual 
outflows from the country since 19985 has been one af the mam reasons 
for a relatively subdued domestic econumy during this period. Over the 
Period of six years from 1985 to 1990, the total net capital vatlow 
amounted to almost R30 billion, and the current account surplus tw 
R29 billion. 

‘The policies followed during this period paid off over the past year 
whea externa! political pressures oo South Africa also abated and access 
to foreign money and capital markets opened up aguin, albeit to a limited 
exient at this stage. Supported by disciplined internal monetary and 
fiscal policies, the new attirude towards South Africa brought about 5 
significant improvement in the overall balance of payments situation, 

At this uncture, the Reserve Bank remains cautious in the balance of 
payments policy which it follows. With the experiences pf the mid- 
minetcen cightics still fresh in meroory we cannot be fully complacent 
about the present situation. 


Money supply and interest raves 

In pursuing its obligation to contribute towards the anainment of 
optimum jong-term economic growth, the Reserve Bank over the pust 
year continued with its efforts to keep the rate of increase in the 
supply below the rate of inflation. The success achieved in 1990, when 
the M3 money supply increased by only 12,1 per cent, encouraged the 
Bank to reduce its guidelines for 2 desirable increase in M3 in 199] 10 a 
range from 8 to 12 per cent, compared with a higher range of 11 ta 15 per 
cent for the preceding year. 

‘The abrupt increase in the nweive months’ rate of growth in M3 from 
10,2 per ceat in Jannary 1991 to a level of around 15 per cent in the 
following six months does not give reason for great concern. From the 
end of February, that is after the implementation of the new regulations 
issued in terms of the Deposit-taking Institutions Act of 1990, to the end 
of July 1991 the scasonally adjusted and annualised rate of growth in M3 
amounted to only 11,7 per cent. This indicates that the current rate of 
growth of the money supply is still within the bounds of the guidelines 
for 1991. Nevertheless, ix is still pushing against the upper limit and 
Ieaves little scope (or any relaxation in monetary policy at this stage. 

Despite the relatively depressed real economic activities in the 
country, the demand for credit from banking institutions remains brisk, 
indicating that not sil borrowers are discouraged by the present level of 
interest rates. Over the nwelve months up to the end of June 1991, the 
total claims of monetary institutions egainst the private sector increased 
by no less than R25,5 billion, which was more or less double the amount 
of cotal net saving by South Africans over the same period. 

‘The fimancial system 
or ing legislation wes introduced in South Africa on 1 February 


‘This Act, which replaced the Banks Act of 1965 and the Building 

Societies Act of 1986, has the following features: 

— it creates a uniform legal framework for ail deposit-raking inscirutions 
in the private sector which are based on an equity-financed structure, 
namely banking institutions, building socicties and discount houses; 

— it provides for a relatively wide definition of deposit-raking business, 
which has implications for what were previously regarded 2s “off- 
balance-sheet™ activities, commercial paper issues, bank guarantees 
and other forms of financial intermediation; 

~ it places great emphasis on proper risk maaagement and sssigns 
greater responsibilities to managements of banks and external auditors 
in this regard; and i 7 

— it incorporates the internationally accepted capital adequacy proposals 
of the Basle Supervisors Committee. 


Monetary policy objectives 

In the Chairman's Address to the shay-ninth ordinary general 

meeting of the shareholders of the Bank in August 1989, the objectives of 

monetary policy at that thie were summarised as follows, Monetary 

policy in South Africa should strive to: 

= stop the rising trend in inflation; 

— replenish the low level of the country’s foreign reserves; : 

= reduce the excessive rates of increase in bank credit extension to the 
private sector; and 

= Teduce the rate of increase in the money supply to within the Reserve 
Bank's accepted Larget range. 
Reference was also made at the time to the need for some restraint on 


expenditures 
mich had yet to get a formal 
wi yet to get 


go 

Turnover jumped from 
ly due 
to the Richmond Ranch buy 
during 
the Gulf war. However, bigher 


banking a i 
when the Deposit-taking Instirutions Act of 1990 came into effect. . 


Mr Fox said the development 
of Richmond Ranch, which rep- 
resents about 9) per cent of 
total group revenue, was the 
main priority and could 
involve joint ventures. “It is 
our most it asset.” 


within the next year. 
Interest charges 


no divi 


the high bevel of public expenditure in the country. 

With these guals in mind, monetary poley remaned reluvely 
restricuve throughout the past year. Supported by a more posinve 
artitude that is new emerging in the outside world towards South Africa 
in the wake of domestic political reforms, further progress could be 
made towards reaching the goals set for monctary policy during the past 
Moyears. We have by now succeeded in: 
= Steering the rate wf increase m the moncy supply to within the 

Ruidelines set by the Reserve Bank, even after these guidelimes had 

been reduced un two consecutive years; 
= reducing the rate of increase in bonk credit extensian to the private 

Sector tq within 2 mure accemable runge; 

- replenishing tle gold und foreign exchange reserves to a more 
vornfortable level; and 

= mabifising the uverage weighted value of the rand agamat the basket of 
carrenvies 

‘The rate of inflation, however, bas remained stubbornly high and at 
dhs stage the financial Jisipline, applicd chus Car must be maintained. 
‘Without sufficient restraint there is a risk of lusmg the hard-won 
progress diready made towards eventually achieving o more acceptable 
level of price stability 19 South Africa. The country cannot alford to rest 
content with a bane half won, 

Tt1s uften argued that the social and political vosts uf achieving a fow 
rate of inflation may be too high a price ta pay for South Africa in its 
present siuation. There are obviously costs involved in any fight against 
inflanun, especially in the short verm, but there will also be semous cosis 
involved if inflation is not reduced. 

Posinve real rates of unterest must be maintained, aot only because of 
the need for u disciplined aod ceaseless utunck agamst inflation, bul also 
because of the need te restructure the averall economy af South Africa. 
Realistic interest rates ant needed for a proper allocation of resuurces. 
Such rates will cncournge savings, provide an incentive for the more 
productive unlisation of capital, act as a catalyst in the restructuring of 
production structures tu alleviate the growing uncaiployment, while 

ising the relative scurcity of available finds necded for the 
financing of development. 

‘The fight sgainst inflation cannot be won, and eventual financial 
stability cannot be established by monetary policy alone. Support is 
needed from a disciplined fiscal policy, realistic wage and salary 
adjustments, and efficient and well-functioning markets for the rauenal 
Pricing of goods and services, 2s welll as for the use of money and capital. 


CONCLUDING REMARKS 

‘This does not mean that economic recovery will have to be delayed until 
there is scope again for a relaxation in monetary policy. The South 
African economy is not now suffering from excess demand. This is 
evidenced by the continuing surpluses on the current sceount of the 
balance of payments, the growing sumbere of unemployed and the 
surplus capacity available in the manufacturing sector, Some stimulus, 
preferably from exiernal sources and provided it is of the right Kind, will 
not be out of place at this stage. 

There is much evidence of a growing interest in South Africa by 
foreign waders, bankers and long-term investors. I have referred to the 
need of a healthy stimulation which could arise from growing exports, 
end a steady inflow of long-term investment funds. The balance of 
Payments presents the most preferred route to a new expansionary phase 
ima country with an economy in which imports play such en important 
role as in South Africa, It is in our interest to entice foreign participation 
in the South African economy through the application of internationally 

Domestic demand is already being stimulated by rising public sector 
expenditure. The recent announcement by the Minister of Finance that 
VAT will be introduced at a ratc of only J0 per cent provides further 
fiscal stimulus that should contribute towards a revival in private sector 
consumer demand, and also in fixed investment. 

The forementoned signs of a possible economic recovery in the near 
future are to be welcomed. Nobody can disclaim the fact that South 
Africa desperately needs economic growth, bur it must be growth that 
will be sustainable and that will benefit alf the people of the country. 
Such growth simply cannot be generated by the arificial creation of 
more money. The desired higher economic growth will only be 
arainable, in the Jong as well as in the short run, in an environment of 
sustainable financial stability. Notwithstanding the present relatively 
depressed economic conditions in the country, it must therefore still 
remain the first objective of the Reserve Bank to strive for greater 
financial stability in order to ensure maximum economic prosperity, for 
now and for the furure. 
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jump: 
from £5,000 to £234,000. Loss 


x share was also sharply 
higher at 1p (0.2p) and there is 
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RI COMPANY NEWS 
Early move aims to avoid another pot- -hole ° 


Mersey Docks 
up at £5.46m but 
tax cuts earnings 


By Jane Fuller 


THE MERSEY Docks and 
Harbour Company, in which 
the government has a holding 
of nearly 21 per cent, increased 
interim pre-tax profit by more 
than 12 per cent to £5.46m after 
expanding its services and 
attracting business from other 
ports. 

However, a 23 per cent tax 
charge compared with no tax 


899p @ip. The Biterim divi- 
is increased from 1.7p to 


The group also provided, 
above the line, for losing 
£700,000 deposited with the 
Bank of Credit and Commerce 
International (BCCD, which 
was shut down by the Bank of 
England on July 5. 

The company said it invested 
its surplus funds in a range of 
banks and local authorities. 
The loss might have been 
worse were it not for the limit 
it placed on the amount put in 
any one institution. 

Tumover rose 7 per cent to 
£29.2m (£27.4m). The compara- 


tive figure was adjusted down- 
wards by almost £3m following 
placing of the stevedoring of 
general cargo activities in a 
joint venture. 

Mr Bill Slater. chairman, 
said the new services attracted 
to the Port of Liverpool follow- 
ing comprehensive reorganisa- 
tion had more than offset the 
adverse effects of the depressed. 
economy. 

The group's productivity had 
further improved with the 
workforce falling from about 
1,600 in December to less than 
1,500. 

It had expanded its activities 
recently with the acquisition of 
the Coastal Container Line to 
Strengthen the port's role in 
Irish Sea trade, Growth in the 
handling of imported coal was 
also expected. 

Property profit fell from 
£250,000 to £219,000, derived 
from the sale of luxury flats at 
East Waterloo Dock. The pre- 
tax figure benefited from 
reduced interest payments of 
£203,000, compared with 
£342,000, 





TR European net assets rise 


NET ASSET value at TR 
European Growth Trust 
increased to 106.3p at end-June, 
compared with 100.26p when it 
was launched last August. 

Net revenue for the period 
was £1.2m, for earnings of 
3.14p. The board is recommend- 





COMPANY NOTICES 


ing a final dividend of 1p, plus 
a special payment of 1.5p. 

Revenues were said to have 
been buoyant, while excep- 
tional income was generated 
by the sizeable cash balances 

prior to full investment, which 
has now been achieved. 


GENERAL MOTORS 
CORPORATION 


NOTICE IS HEREBY GIVEN that resulting from the 
corporation's declaration of a dividend of $0.40 (gross) per 
share of the common stock of the corporation payable on 
the 10th September 1991 there will become due in respect 

§ of the bearer depositary receipts a gross distribution of 2.00 
cents per unit. The depositary will give further notica of the 
sterling equivalent of the net distribution per unit payable on 
and after the 16th September 1991. 


All daims must be accompanied by a completed claim form 
and USA tax declaration obtainable from the depositary. 
Claimants other than UK banks and members of the Stock 
Exchange must lodge their bearer depositary receipts far 
marking. Postal claims cannot be accepted. The 
Corporation's second quarter report for 1991 will be 
available upon application to the depositary named below. 


Barclays Bank PLC 
Stock Exchange Services Department 
168 Fenchurch Street, London EC3P 3HP 


LEGAL NOTICES 
Roevin Limited 





Regletared number: 1070433 

Neture of business: Hiring out af fechnical 
DarsonnelTrade classification. 46 

Deve of appointmant of Joim Administrative 
Recevers. 1 August 1991 

Name o! person appointing Jolnt Admintatra- 
tive Receivers. Barclays Bank PLC 

Joint Administrative Hecatvers: 

‘Christopher John Barlow and John Frederich 
Powell 


IN THE MATTER OF THE 
INSOLVENCY ACT 1986 
IN THE MATTER OF ROTAPRINT 
PLC 


NOTICE LS HEREBY GIVEN that a Meeting of 


WG1 to receive the Liquidators Account and 
explanation of fis acts and gealigs in the 
Toatter. 

21 August 1991 

Brian Milla LQUIDATOR 

Note: The Court has ordered mat Notice of 
this Meeting shall appear by advertisement 
only. 


Appointments 
Advertising 
appears every 
Wednesday & Thursday 


Friday 
(in the international 
edition only) 











COMPANY NOTICE 


CONTINENTAL (BERMUDA) 
LIMITED 
US$250,000,000 Floating Rate 


Notes 
due 2006 Guaranteed by Hungarian 
Foreign Trade Bank Ltd 


Notlee is hereby gveo that for the Inter- 


et Perlod 28h August, If to 2th 
Novanber, 1991. a period of 93 days, 

the Rate of Inierest will be 5.9375 pct 
cent per anoum, The Interest Amount 
payable oa the folerea Payment Dale 


29th November, 1991 will be 
USS3,.834.64 for each Note of 
USS250. 

1 Back 


Agent 
Dean Witter Capnal Markets 
folernaftonat 





Tuesdays, Saturdays 
and now FRIDAYS 


For further information 
and to advertise in this 
section please contact 


Melanie Miles 
on 071-873 3308 
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AUTHHORS Your book published. Detalts. 
Excalibur Prego ol Londen, 13) Krights- 
bridge Green, Landon, SW1X 7OL 
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EUROPEAN FINANCE & 
INVESTMENT 
THE NETHERLANDS 


The FT proposes to publish this survey 


4th September 1991 
Please call; Mikael Heinio on Tel: (020) 
6239430/(020) 6225668 Fax: 
6235591 or alternatively Sandra Lynch 
Tel: 071-873 4199 Fax: 071-873 3079 
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PUBLIC SPEAKING Training and epeechent- 
ing by award wining Deoaters Firat lazer: 
free. Telgra7) act 
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Invergordon 
workers shun 
Whyte and 

Mackay bid 


Sy Roland Rudd 


INVERGORDON Distillers, the 
scotch whisky producer fight- 
ing a £286m takeover bid from 
Whyte and Mackay, yesterday 
Said workers who stood to 
make six-figure sums from 
Selling their shares had aver- 
whelmingly rejected the bid. 
For each £1 share employees 
bought at the time of the man- 
agement buy-out three years 
ago, they were subsequently 
offered 30 free new shares 
when the company was floated 
in May 1990. Thus the price 
they paid averaged 3.3p per 
Share compared to yesterday's 
closing price of 2354p, making 
some of the employees paper 
iiltonat 


aires. 

By August 27, the close of 
the first deadline for offers, 
Whyte and Mackay, the drinks 
subsidiary of American 
Brands, the US tobacco group, 
had acceptances amounting ta 
20,000 shares, or 0.02 per cent 
of the capital. 

Whyte and Mackay already 
had 465,000 shares (0.4 per 
cent), bringing Its total to just 
0.42 per cent. The 225p per 
share offer has been extended 
until September 17. 

Mr Chris Greig, chief execu- 
tive, said: “The appallingly 
smail level of acceptances 
prove our case that our share- 
holders, many of whom are 
employees. have voted for 
independence, 

“We are not looking for a 
white knight or posturing over 
the price. We just want to pre- 
serve our independence.” 

At the time of the buy-out 
directors took 8.5m shares and 
8.8m went to employees. When 
the company was floated 
workers were offered more 
shares at 135p each. 

Mr Edward  piekerd, finance 


{ director, was given options on 


675,000 shares at 4.2p when he 
joined the company last year. 
That stake will cost Stim 
£28,350 against a current 
value of £1.7m. 

Mr Greig said the options 
had been offered to persuade 
hin to join the company. 


Pees tee isil=Ua 


DARBY GROUP: Shareholders 

have applied for 158,000 shares, 

representing 12 per cent, in the 

placing and open offer of 1.33m 
shares.. 


ESTATES & GENERAL has 
sold its leasehold interest in 
the Polygon Industrial Estate, 
in Avonmouth, to Frogeye for 
nearly £)m. Present rent roll is 
£124,000 annually. 

FOSTER (JOHN) has sold land 
adjacent to its Black Dyke 
Mills site in Bradford for £1m, 
which will be used to reduce 
borrowings. 

RUTLAND TRUST has paid 
£1.1m for a further 5 per cent 
of Ellis & Buckle, loss adjuster. 
This takes its holding to 90 per 


cent.. 

YEARLING BONDS: The inter- 
est rate for this week's issue of 
local authority bonds is 108 
per cent, down 4 of a percent- 
age point from “the last issue 
which was back in March, and 
compares with 14% per cent @ 
year ago. The bonds are issued 
at par and are redeemable on 
September 2 1992. 


By lan Gaunt 


EACH OF THE new central 
and eastern European democ- 
racies has announced plans for 
far-reaching privatisation of 
state-owned assets as part of 
moves towards a free market. 

These proposals have 
reached various stages of 
implementation, but in no 
country has the pace of change 
been as rapid as that in the 
five new German Lander 
states) of Brandenburg, Meck- 
lenburg-Vorpommern, Sachsen, 
Sachsen-Anhalt and Thurin- 


gen 

Since the re-unification of 
Germany in October last year 
the Treuhandanstalt, the state- 
owned trustee company in 
which the assets of the former 
German Democratic Republic 
have been vested, has relent- 
lessly pursued its task of pri- 
vatising the approximately 
poor enterprises under its con- 
trol, 

So far. excluding restaurants 
and small retail outlets, some 
2,000 companies have been sold 
to private enterprise and the 
Treuhandanstalt is eager to 
divest itself of the remainder 
as fast as possible. 

In some cases companies or 
assets have been put out to 
auction but most have been 
sold by private negotiation, 
mostly to purchasers from the 
“old” federal republic. 

It is not surprising that most 
interest has been shown by 
German investors - so far no 
other country has supplied 
more than 20 purchasers — but 
there is an increasing degree of 
interest now being shown by 
would-be investors from out- 
side Germany. 


Andrew Bolger on Brent Walker’s decision to call in the penious Praue Office 


RENT Walker's long 

road to financial rescue 

took a dangerous twist 
yesterday with news that the 
Serious Fraud Office had 
started an investigation of the 
Jeisure group, which has debts 
exceeding £1.3bn. 

The new directors empha- 
sised that they had invited offi- 
cers from the SFO and the Met- 
ropolitan Police into the 
group's headquarters at the 
Trocadero leisure and shop- 
ping centre, beside London's 
Piccadilly Circus. 


However, the company 
would not specify the subject 
of the investigation, saying 
only that it did not affect cur- 
rent group operations and was 
not € to interfere with 
the long-delayed refinancing. 
The proposed deal involves 
Brent Walker's 47 banks lend- 
ing £70m of fresh capital, of 
which £20m has already been 
advanced. 

The decision to call in the 
SFO was made at a directors’ 
meeting on Tuesday after 
internal investigations last 
week uncovered what the com- 
pany described as “significant 
rise of apparent fraud. 

SFO spokesman said it 
aan became involved in an 
investigation when it had 
ascertained that there was a 

“reasonable case” to answer. 
Each case went to a vetting 
officer, a senior lawyer, and 
before it was accepted had to 
meet at least one of three crite- 
tia. 

These were: that the law or 
facts were complex, that the 
money at risk was substantial 
— at least 2m, and there was 
considerable public interest. 

Brent Walker emphasised 
that the events under investi. 


historical, 

suggesting that they predate 
the ousting of founder, Mr 
Walker, who stepped 

down as chief executive i 


banks, 

However, it is believed that 
the SFO investigation will cen- 
tre on specific transactions and 
not widely-publicised allega- 
Hons that Mr Walker had mud- 
died his private money with 


that of the company — allega- 
tions which he has strenuously 
denied. 


Mr Walker said last month 
that, far from bim exploiting 
Brent Walker, the company 
had exploited him and his fam- 
ily. Over the last few years, his 

trusts had guaranteed 


banking community 
ously tare it (the mess) ee 
priority wi mes | to 
the refinancing sorted 


ra epkeamnian tix tia coe 
ttum of 47 bankers said yester- 
believed 


‘weeks. 

a ea enone 
ment, the been 
hoping to publish its long-de- 

annual report at the end 


The package involves swap- 
ing £250m of the £970m owed 
to banking consortium into 
equity and taking a large part 
of the interest payments on 
remaining debt as equity too. 
A further £350m is owed to a 








Ashley Ashwood 


George Walker: stepped down as chief executive 


smaller group of bankers for 

Hit the betting shop cuain 
op 

However, the 47 banks con- 

cerned could not be informed 


and there must be a possibility 

that it will prove the final 
straw for those ne only 
agreed to support the proposed 
packaging after a great deal of 
cajoling by the lead banker, 


To date the banks have been 
persuaded that, ae than 

it the company inte receiver- 
Ea. they would be better to 
provide support while cash- 
hungry business is disposed of 
and the company seeks to 
trade its way out of trouble 
with its cash-generative busi- 


nesses, 
farlier this month the com- 

pany said it aimed to raise 

£70m from its pubs division by 


Braime 
surges to 
£283,000 


A LARGE short-term contract 
for presswork and a surge in 
us orders for levator monitor: 
ig equipment contribu 

an increase in turnover from 
£2.45m to $3.6lm at TF & JH 
Braime (Holdings) in the six 
months to June 30. 

Taxable profits for this 
Leeds-based engineering com- 
pany leapt from £70,000 to 
£283,000. The A non-voting 
shares rose 13p to 138p while 
the ordinary jumped 50p to 
8325p. 

Earnings per share came out 
at 12.87p (2.92p) and the 
interim dividend is increased 
from 1.75p to 2.25p. 


Cairn loss deepens 
to over Lim 


The depressed US gas market 
again hit Cairn Energy and 
interim losses at the Edin- 
burgh-based independent 
increased from £582,000 to 
£1.23m. 

Due to low prices, US gas 
sales were cut back and ail rev- 
enue from the UK fields was 
the main factor in the overall 
sales rise from £3.38m to 
£6.07m. 

Production costs and deple- 
tion charge took £6.15m 


Investment in this region is 
seen by many as a bridgehead 
into the other markets of cen- 
tral and eastern Europe, capi- 
talising on the ties established 
by east German entities with 
partners in the former Com- 
econ countries to the south 
and east. 

There is also a well-educated 
labour force and managerial 
class whose first foreign len- 
guage is Russian, to apome. 
extent the lingua franca of cen- 
tral and eastern Europe. 

To encourage investment in 
the new Lander the federal 
government has introduced 
investment incentives, the 
most important of which are 
allowances for certain invest- 
ments, investment grants, 
accelerated depreciation allow- 
ances for investment in most 
types of capital goods, and 
term loans with reduced inter- 
est rates and guarantees given 
by institutions including Kredi- 
tanstalt fur Wiederaufbau. 

Businesses based in the new 
Lander also benefit from 
exemption from commercial 
tax and wealth tax. One 
adviser has estimated that the 
net effect of such grants and 
allowances could be to reduce 
the effective cost of an invest- 
ment by up to 50 per cent. 

The companies which the 
Treuhand is trying to sell are 
not without their problems. 
The restructuring of the econ- 
omy of the eastern Lander has 
exposed serious problems of 
overm 

Balance sheets, which have 
had to be produced for the 
Treuhand companies for the 
first time, reveal that many of 


(£2.66m) and a provision of 
£194,000 was made against the 
investment in Papua New 
Guinea. This left an operating 
Joss of £1,16m (£135,000 00 probity 
At the period end bank 
Fry increased by an S 
£18.4m, including £2.2m due to 
currency movement on US bor- 
rowings. Losses per share rose 
to 5.04p (2.81p} Mind there is 
again no dividend payment. 


Bensons completes 
snack acquisition 


As part of its plan to create 
within the next year a division 
with annual sales of about 
£20m, Bensons Crisps has 
acguired AK Snacks of New- 
bury, Berkshire, for an undis- 
closed six- sum. 

AK has sales of more than 
£6m and has been bought for 
shares. 


First quarter sales 
at Pepe increase 8% 


Shareholders in Pepe Group, 
the USM-quoted jeans designer 
and distributor, were told 1 by 
Mr Arun Shah, chairman, tha’ 

the board was optimistic the 
performance for the current 
year would reflect a marked 
improvement on last : 

He told the annual meeting 
that sales in the first quarter of 
the current year were up 8 per 
cent on last time, in line with 
expectations. The Spanish and 
US markets continued to grow, 


Primadona asset 
vaiue picks up 


Net asset value of Primadona, 
an investment trust, was 177p 
at July 31, an improvement of 
4p over the value at its year- 
end — June 30 1991. 

At end-December it had 
fallen to 153.38p from the 182p 
of six months earlier. 

Net revenue over 1980-91 


p). Proposed 
Herd Js an Unchanged 2.5p for 
a total of 4.5p (4p )- 


ATA Selection stays 
in loss at midway 


Losses continued at ATA Selec- 
tion, the financial services and 
recruitment group, amounting 
to £96,000 pre-tax for the first 
half of 1991. 

That compared with a profit 
of £196,000, which was cut to 
£41,000 by the end of 1990. 

The interim dividend is 
passed, as was the 1990 final. 
The previous interim was ip. 
Losses per share were 6.38p 


BUSINESS LAW 


the enterprises’ assets have 
Deen greatly overvalued 
according to the different 
accounting systems previously 
employed under the centrally 
Planned “command” system, 
Many of the enterprises now 
Testructured as private compa- 
nies have suffered a serious 
fall in sales since mid-1990. 
This has been the result of the 
difficulties experienced by for- 
mer customers in Comecon 
countries in making payment 
in convertible currency as 
opposed to transferable rou- 
bies, and currency reforms 
which have greatly increased 
the cost of east German prod- 
ucts in international markets. 
Also, until now, the prefer- 
ence of consumers in the new 
Lander for western products to 
which they were previously 
denied access, has had a serl- 
ous impact - sales of con- 
sumer goods by east German 
themselves, 


companies 
The lapse of employment 
guarantees for much of the 
workforce of Treuhandanstalt 
companies on dune 30 led to 
many redundancies among 
industrial workers: it is clear 


be needed among agricultural 
workers. In some towns in the 
new Lander unemployment 
may soon exceed 50 per cent of 
the workforce. 

Productive investment has 
thus become all the more 
urgent. Such investment may 
not merely take the form of 
acquisition of an existing cor- 
porate enterprise. In some 
cases a new venture may offer 
More attractive potential. In 
taking over an existing indus- 





trial enterprise in the new 
, Mvestors will have to 
take at least some risk on the 
so-called “old burdens” inher- 
tie from the socialist system, 
in particular, the risk of clear- 
ing up pollution and potential 
claims for restitution. 
Although the Treuhand is, to 
some extent, prepared ta 
underwrite pollution liabilities, 
investors will be required to 
take up to 20 per cent of the 
tisk. Although such risks can 
be clarified by appropriate due 
diligence enquiries, the lack of 
environmental controls under 
the old regime means that it 
may not be possible to elimi- 
nate altogether future liabili- 
Uies for clearing up np potion © or 
costs associated with : installing 
new equipment to comply wit 
strict federal German and EC 
environmental regulations, 
Another widespread problem 
is the issue of title to land. In 
principle the Unification 
Treaty permitted claims for 
restitution to be filed by for- 
mer owners of land in the east- 
ern Lander up to October 13 
1990. Claims filed before that 
date, if accepted by the new 
administrative tribunals set up 
to determine them, entitled the 
claimant to restitution in kind. 
This is obviously unsatisfac- 
tory from the point of view of 
an investor. Under provisions 
contained in the new invest- 
ment law, if sufficient jobs can 
be guaranteed by the invest- 
ment, the purchaser may be 
able to obtain protection from 
claims of former owners by the 
issue of an investment certifi- 
cate, whereby claims for resti- 
tution are by law translated 


; Ovens Sears fell from 
financial 


£3.24m to £2.68m. In 
services it rose 15 per cent but 
above normal charges for bad 
and doubtful debts reduced 
r cent. 
ey oily and a ot a pax Hea 
visius wera made ageinat fast 
sector of the portfollo. 


ICL wins contracts 
worth over £11.6m 


ICL has won two large per- 
sonal computer contracts with 
a value of more than £1lm, 

In France, three regional 
banks in the Credit Agricole 
banking group placed an order 
for FFr46m (e1.6m) at more 
than 1,500 PCs. And in the UK, 
British Gas has reappointed 


River & Mercantile 
Smaller Companies 


River & Mercantile Smaller 
Companies Trust reported net 
asset value of 105.53p per share 
at July 31 1991. Net revenue for 
the period to end-July 
ings or a to £1.23m for earn- 

of 4.39p per share. A final 
dividend of 2.5p makes 3.75p; a 
special distribution of 0.37p is 
aiso proposed. 


into claims for compensation 
underwritten by the state. 
Nevertheless due diligence 
enquiries as io title are still 
necessary and can be 
larly varie oll peor 
as many al 
elalist records have been 
destroyed or are difficult to 
access. 


Although the Treuhand does 
not favour the idea of its noe 
tinuing to hold an equii 
in the enterprise whi os is 
trying to sell, there have been 
cases where only a majority 
stake in an enterprise has been 
privatised leaving the Treu- 
hand as a minority share. 
holder. This is usually done on 
the understanding that the 
Temainder of the equity will be 
privatised in the near future. 

In principle the Treuhand 
can itself take steps to modern- 
ise or restructure a business 
for sale but would prefer to 
leave thie to the purchaser, 
the fll value of he enterprise 

e fue enterprise: 
the balance sheet should be 
drawn en up according to west 

German Bilanczgesetz (balance 
sheet) 


principles. 
whe Trewband 3 is also keen to 
maintain employment so far as 
Practica le ane investors may 
expected to give guarantess 
on employment levels consist- 


Whether an investor decides 
to take over an existing enter- 
prise or form a new one, 
obtaining planning consents 
cap ah, e Wwearlsoue = 

Progress can be expe 
dited by impressing on the 
bares of the local commune 


selling Cameron's brewery in 
Hartlepool, leasing pubs and 
selling surplus land attached 
to pubs. 

Brent Walker had also 
agreed to swap its balf-share in 
the Trocadero and in the 
Blackpool Tower Shopping 
Centre, for a halfshare in the 
1.3acre island site adjoining 
the Trocadero owned by Power 
Corporation, Dubiin-based 

ity group. 
Pr This would have had little 
eee effect on Brent" : 
balance sheet, cry: 
loss on the properties" Deok 
value, but reducing overall 


difficul 

of the £101.9m convertible 

bonds issued last November, 

who include Mr Michael Smur- 
million. 


kesman for the bond- 
holders said their attitude 
would depend on what the 
SFO discovered, but news 
of the inguiry “would 
Sri not help the refinanc- 


"eo far, banks and bond. 
holds Unmet, that pasking 
by the 
Brent Walker into receivership 
would gain them nothing and 
would dash any hopes of a 
return on the money 
committed. 

The company’s supporters 
suggested that the new man. 
agement's decision to call in 
the SFO would be welcomed by 
the banks as the sign of a new 
broom being wielded. But it 
could yet prove the final straw 
for some financiers. The rocky 
road from ruin goes ever 
upward. 





Flextech meets 
rights forecast 
with £6.2m 


As forecast at the time of the 
£6.8m rights issue in June, pre- 
tax profits at Flextech, The 
US) -quoted oll services and 
communications group, 
from 2496.10 62min the 
year to March 31. 

Also. in lina) with the: fore-. 
cast, the dividend is lifted from 
ip yan sae 
visas ef the almost all 


beat the previous year. A soli 
ee came from the 

etherlands and the Far East, 
and from Exal Sampling ser- 
vices in the North Sea. 

In communications, the 
group increased its stake in 
Starstream, which. broadcasts 
The Children’s Channel satel. 
lite television channel, from 25 
per cent to 67 per cent, 

Mr Stanislas Yassukovich, 
chairman, said Children’s 
Channel would shortly extend 
broadcasting hours, 
enabling it to generate 
increased advertising revenue 
particularly in the Huportant 


early evening 
of Starstream's Piste oa 
continuing to improve, 
The group is also a ‘partici- 
pating charehalder in COW, 
which is bidding for the broad- 
casting Hcence currently held - 
by HTV, and has charged to 
the accounts an exceptional . 
£400,000 against the investment . 
in the application. 











Germany sets the pace on privatisation 


the likely creation of jobs. 

The effect of the wholesale 
adoption of the legal and 
administrative system of the 
federal republic is certainly a 
step forward compared with 
the situation prevailing {n 
other former fockalist countries 
in central and eastern Europe. 
anes ae toerevers still a seri- 
ous judges, lawyers 
and administrators in the new 
Lander abie to cope with the 
immediate need to adapt to the 
new system. 

ite cone and EC 
com ion now 
Before the sale of a manag 
the Treuhand is Sbliged to 
examine whether the acquisi- 
tion by the purchaser 
might violate antitrust rules. 
However, this examination will 
not relieve the purchaser of 
making its own appraisal of 
the anti-competitive effect of 
the acquisition for the Trea 
hand's agreement to the sale 
does not signify 
Boietcat a 

25) it, Or 
Commission, 


inky lag fo foreign investors 


their German 
counterparts in i 
a thateh new La 
formidable problems 
Temain, there is no doubt that 
the eastern part of Germany is 
one of the most interesting 
areas for new investment in 
Europe and for those who dare, 
given proper advice, the 
rewarts may be substantial. 


The author is a partner of inter: 
national commercial solicitors 
Sinclair Roche & biesacieaa 
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Yeltsin order 
sets the gold 
market guessing 


By Kenneth Geoding, Mining Correspondent 


GOLD MARKET traders and 
analysts last night were des- 
perately trying to get more 
information about the order 


from Mr Boris Yeltsin, the Rus- future date). increas infrequent. ’ ctober - 
sian leader, that all foreign Previously the Bank of For- | ““Piawes‘testity'to how the to aay fll in the market | | ber Sor September ant Oates 
excl » precious metals and eign and Economic Affairs, | peaks in the markets’ cycles To halt agriculture's decline, | shipment in the ip 
stones operations be made only which was responsible for all | are becoming shorter-lived and the government in June ia said Inro 


sales or the use of gold swaps 
(where the metal is sold but 
with a promise it would be 
bought back at an agreed 


the Soviet Union's gold sales, 


Twilight time for Malaysian plantations 


Lim Siong Hoon examines the decline of the country’s 


URING THE lucrative 

years, the bonus was 

four times the salary. 

Such were the rewards of 

rubber and palm oli that 

encouraged planters like Mr 

Alan B to put in three decades 
of work. ; 

“You stay in business for the 

boom years,” he says. But 

those years are becoming 


the troughs ever longer. “It 





eee 


i> Ee 








leading agricultural sector 


the trees. “But, we are not 
growing wheat,” says Mr B. On 
the hilly terrain, where the 
trees thrive best, mechanisa- 
tion is 

Improved planting by small- 
holders, who produce a third of 
the palm oil and two-thirds of 
the rubber, may have helped to 
sustain Malaysian output. 
Given their poorer yields, how- 
ever, they are more susceptible 


announced land reforms to 
smallholding sec- 


Rubber price 
fall sparks 


support 
purchases 


THE INTERNATIONAL 
Nataral Bubber Organisation 
announced yesterday that it 
had made its first price sup- 
port purchase for 17 months, 
reports Reuters from Kuala 
Lumpur. The group said it 
bought an undisclosed amount 


bought 
for September at 80.25 US 
te oki 








th the approval of his repub- te one ve overhaul the 5 : 
ic. ad held back from shipping | used to be two years, some- r] u ihe a 
ts of gold to tl 4 = . tor. Plantations were invited to | cents a kilogram and for Octo- x 
There was no consensus large amounts of gold to the } times three,” says Mr B. Now, participate, with investments | ber at 81.00 cents, fob from the ' : 


about how the surprise mave 
should be interpreted. One 
London trader suggested that 


west as collateral for long-term 
loans because of perceived 
opposition from individual 


it is seven or eight, with a brief 
in between. 
Malaysia's plantation indus- 





Indonesian ports of Belawan, 
Sarabaya and Jakarta. Singa- 
pore dealers estimated the 


Mr Yeltsin was under great republics. try is entering its twilight 
pressure to bring order to But, with Russian appointees seat 8 trol of United Plantations —- | amount at a few hundred 
Even the country’s largest the first to have reverted to 


Soviet finances and the order 


was an attempt to show that state bank, Gosbank, Mr Yelt- | plantation group, and oneofits says Mr B. “Its agricultural Oil palm started in the early foreign control after 10 years. io F 
he had payments and reserves sin had control over Soviet idest and most conservative, value is in the books for 1970s as the planter‘s insur- north Sumatra have come alive Oif paim, rubber and cocoa { organisation’s buffer stock — 
under control. gold supplies and this opened | has joined the rush into real M$4,000 or M$5,000 an acre. ance against weak rubber with rubber. Says MrB: “Ifthe occupy abont 60 per cent, 30 | manager said last week that - 
He pointed out. however, up a new strategic opportunity, | estate. Earlier this year the You can flog it for M$30,000 or prices. New to the interna- Indonesians are as efficient sta- per cent and 10 per cent respec- | he might resume buying es 
that the Soviet Union's eco- said Mr Smith. Guthrie group transferred 5,200 M$50,000, but M$80,000 if you tional vegetable oil market, it tistically as in their cultiva- tively of the 34m acres in pri- | soon as prices had fallen below 
nomic problems were greater Goshank officials were due | out of its 286,000 acres to a develop it yourself.” was well received. And, like tion, they are probably the big- vate estates, which in turn | the group's “may-buy” level of - -. 
than ever and added, ‘I'm not to meet the IMF in London | property development com- Last November, Sime Darby rubber, it suited plantation- gest producers of rubber.” accounts for 35 per cent of total | 176 Malaysian/Singapore cents -. . 
sure that this eases the next week, the Union Bank of | pany it had just created. sold 1,200 acres of oil palm style cultivation with Help in improving Indone- cultivated land. a ‘ 
pressure fot the Soviets to Switzerland's analyst pointed Dunlop Estates, too, is estates near Kuala Lumpur for year-round harvesting. sian agriculture was provided the last two decades, The Bve-day sveuaee, eae 
en from . 


sell or to swap gold in the 


heading the BFEA and the 


out. He added: “What better 


recognisable as a plan- 


M$150,000 an acre, nearly 90 


ties. Southern Thailand and 


by an unexpected influx of 


tonnes. SE 
Mr Aldo Hofmeister, the - -- 


iy 

west. way to show goodwill towards } tation house. Pleading poor per cent of which was pure ocoa was different. The expatriate planters, skilled in acreage from 1.7m to 890,000 

Mr Tom Griffo of Cargill the IMF than through a gold | returns, it sold ail its 68.890 profit, This sale alone netted Africans were already estate management, who had acres. That loss was made up | New York markets, was 175.58 
Investor Services in New York deposit”. acres to an oxygen gas supplier M$132.5m, three times the big producers, and the left Malaysia amid a binge of by oil palm and cocoa but, | cents a kilogram on A 
supported this view. He Ms Rebecca Tabatabai, ana- | last year. company's plantation earnings crop seemed attractive only nationalism in the early 1980s. today, the promise of “insur- Under Inro rules, Mr Hof- 
suggested that the Russian lyst with Credit Suisse in Zur- Like others, Guthrie's deci- for the entire 1989-90 crop year. because the prices Mr B defends the govern- ance” coverage is in danger of | meister buy rubber below 
leader wanted to establish an ich. also suggested the move | sion to turn its crop land into With the markets flat most were distorted by the Interna. ment. It kept its word, he says, ting. __,. | 176 cents and must buy below 
“accountability trail” of where might be positive for the mar- | housing suburbs is irrevers- of the time, last year's margin tional Cocoa Organisation’s in keeping the planters until So lucrative an alternative is | 166 cents. Inro last bought 
foreign exchange holdings ket. “It should keep gold sales | ible, and reflects how Malay- at every plantation shrank by buffer stock buying, which has their retirement. But the the property sector that planta- | 34,500 tonnes between Janu- 
wound up when the Soviet centralised and prevent selling | sia's multi-crop strategy has between half and three-quar- since been management shake-up follow- tions’ “main source of money ] ary and March last year. 
Union sold gold. “You can't say by the individual republics,” | stalled at cocoa. ters. They remain profitable — “From hind-sight,” Mr ing the acquisitions of what will be the development of land The buffer stock manager 
they're going to sell more or she said. in an era of steel and petro but multi-cropping has sud- 8, “I think cocoa is better off a were previously European- in the next 10 years”, says Mr { has said the surplus of RSS 
less from the statement. Some New York analysts } chemicals, and 10 per cent denly become a financial bur- smallholder, not an estate, owned plantations resulted in, B. No. 1 and TSR 20 Indonesian 
There's not a whole lot to go suggested, however. that the | growth in real incomes, the den since losses in one crop crop. You can abuse the oii by his estimate, 40 to 50 resig- He hopes to retire before | rubber grades was depressing 
on.” : break up of the Soviet Union | rewards of property develop- have to be set against the prof- palm and rubber trees and still nations. then to England where “I! ] prices. 

However, Mr Andy Smith, would result in more gold | ment is big for century-old its of another. pull them back later. Not in Troubled by competition, intend to grow vegetables”, he News of Inro's intervention 

i cocoa.” i 


“I don't know of anyone 


labour shortages and compet- 


says. “I was last in, and 'm 








analyst at the Union Bank of being sold to the west. “It is | plantation houses like Guthrie i 

Switzerland, while stressing certain that the breakaway | and Golden Hope (formerly making money from cocoa,” Underlying its beleaguered ing demands for land at home, last out.” little infimence in Kuala 
that his views were entirely republics have some gold but | Harrisons Malaysian). says Mr B, “Everyone thought state is that Malaysian planta- Malaysian planters talks today Alan B is the pseudonym of a | Lumpur. “Prices may stay 
speculative, said that the move we don't know how much, “Take any town. All the land we could do the same for it 2s tions are na longer the main of mechanisation to raise out- planter who prefers to remain | weak unless Into buys in the 
was potentially positive for the said Mr Vahid Fathi of Prescott | around it is owned by them.” we did with palm oil” players in tropical commodi- put and to squeeze more out of anonymous. local market,” a broker said. 
gold price. Mr Yeltsin now had Ball and Turben “But what- 

the potential to shift gold to ever they have would be up for 


the west to show that Russia 
intended to keep to loan 
agreements or to show that 


poe they try to get on their 
While the debate raged, the 





the republic would stick to any gold price remained virtually 
undertakings given to the unchanged and it closed last | nickel output By Renin Hops, recently i Tirana, below target 
International Monetary Fund. night on the London bullion ALBANIA HAS signed _‘The contracts, all for 25 requirement of 1.1m tonnes. _— planned, six-week, NKr150m 8 
This would provide an market down 15 cents at) By Robert Gibbens in contracts for offshore oll and years, foresee a three- to five. | “We will probably have to (13m) inspection and mainte | By Canute James in 
alternative to outright gold US$354.45 a troy ounce. Montreal natural gas exploration with year and ration import some 300,000 tonnes nance programme, writes | Kingston 
four western oil companies and period during which Albanian this year, as demand is rising, Karem Fossli in Osio. 
THE FALCONBRIDGE metals } will complete two more agree- staff will undergo on-site train- especially with the introduc- Mongstad, which came on | JAMAICA'S 1991 sugar harvest 
Comex to launch 5-da company is cutting back pro- | ments early next month, ing, he said. tion of private cars in stream August 1989, at present | yielded 233,371 tonnes, 14,312 
y duction at its nickel refinery in { according to a senior Industry 4S acieeed rman oe All i Sej said. In produces about 6.5m tonnes of | tonnes more than last s 
ti September 3 | traetntes G Spdy'at | “Bomer'at'cermany and Searureeaaauen omg the, past, Abenis pied end roinc amanaly, © | production. but thor of the 
an ruption in supply o eminex of Germany an jon, eq cru 5 per cent of wi ustry’s 240, 
rear ar nce PC MNDOR 9 | Grtnt tom tar Toit | ok aia ray grat tron sprog of ue ret gia gael rc am” 
i i ion. fi) and produc- i eavy a - ers’ coni su Mr , executive 
By Barbara Durr in Chicago The company, owned jointly | tion rights in the Adriatic off also take the larger proportion phur content. The country’s products which have’ bene of the indus- 
THE NEW York Commodity cost of conventional gold | by Noranda and Trelleborg of | the north Albanian coast, of profits from production.” total refining capacity is about stored in underground caverns | try Authority, said that the 
Exchange (Comex), the world’s options should have ap for } Sweden, will trim the operat- | while two US companies, Chev- Albania, an oil producer 2.5m tonnes annually. at the refinery and by some met its export 
largest gold market, will begin individual investors. It will | ing rate to 75 per cent of capac- | ron Corporation and Occiden- since the mid-1920s, has proven #§ Mr Sejdini said legislation in the market,” Ms | commitments of 126,000 tonnes - © 
trading its new five-day provide them the chance to | ity for several months from the | tal Petroleum, are to explore in onshore reserves of 200m was being pi to permit Berit R. Oeyen, a Statoil } to the European Community 
options on gold on 3 Septem- frade with limited risk but still it 90 per cent, until mar- | two separate areas farther mainly in the south. joint ventures with foreign ofl man said. Spot mar- 22,000 tonnes to the US. 
ber. have a shot at significant prof: conditions become clearer. | south = But only a small proportion is companies for onshore produc- ket sales will decline in the He aid Jamaica had s1 
The five-day contract is the its. Nikkelverk produced almast | Mr Bejo Sejdini, oil director ible with t dril- tion. period, however, she added. an additional 4,000 tonnes 
shortest-term option listed on Commercial participants in | 59,000 tonnes of refined nickel | at the ministry, said final ling equipment, much of it dat- Albania also produces about About 70 per cent of Mongs- | year to the EC after a shortfall 
any US exchange and it is the market are also expected to { in 1990 or 8.5 per cent of west- | details of similar agreements ing from the 1950s. 500,000 cubic metres annually  tad’'s refining capacity is based | by Guyana against its quota 
aimed at increasing the appeal use the contract to hedge short |] ern world consumption. The | with Agip of Italy and Hamil- Production has declined of natural gas, from five on term contracts. The Norwe- | was reallocated to other suppli- 
of gold options to individual term exposure to gold. The | refinery’s feedstock comes } ton Oil Corporation of the US sharply in recent years from a coastal fields in the centre and gian North Sea crude which } ers : 
investors. novel feature of the new gold | from Canada, Botswana and | were being worked out. “We peak of about 2.5m tonnes in south of the country. It is used would go to the refl- Jamaica will be importing 
According to Mr Martin options is that they are cash- | the Soviet Union. set up five offshore zones for 1974. Last year only about im to fuel local industries. nery will be sold in the world | 82,000 tonnes of refined sugar 
Greenberg, Comex chairman, settled at expiry based on the | @ At the London Metal | exploration and we expect that tonnes was produced, while @ Statoil, the Ne state market. Some 1,000 extra work- } from the US later this year to 
the short time-frame of the price of the underlying futures. | Exchange yesterday the cash | seismic testing will start next this year's output is forecast at oil company, said it from ers, including the regular | meet the needs of the local 
options and the fact that they They will be non-exercisable | nickel price fell $57.50 to a | month in several of those only 900,000 tonnes, well below yesterday its Mongstad refi- Movgstad staff of 700, will be | food processing industry, Mr 
are traded at a fraction of the by purchasers. fresh 1991 low of $7,835 a tonne. | areas,” he said. the country’s annual domestic nery would be closed for a volved in the operation. Downie 


Norwegian 
plant to cut 


Albania agrees exploration contracts 


crop higher, but 
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MARKET REPORT COCOA — London FOX fftonne LONOON METAL EXCHARGE 
7 ‘i Close = Previous High/Low Close Previous: High/Low AM Official Kerb close Open Inlerest Latest Previous High/Low ee ee ee 
Zinc remained under pressure maintained this week's firmer Sep 64 651 45 640 Atuminium, 99.7% purity ($ per tonne) Total dally tumover 15,681 lots Saas goon an oie SOYABEANS 6,000 bu min; cents/60ib bushel 
throughout the day on the LME, frend although profit-taking Dec 684 eat 686 476 Gash 1286-9 12524 1251 1281-2 Oct 6315 Gai 8325 6290 Close Previous High/Low 
Speculative selling took trimmed gains at the close and Mar - i = 7 3 months 1289-60 1283-4 ‘1206/1280 1282-4 1286-7 103,682 lots. Nov 6410 41s 6420 6305 Sep sTa4 S746 6BS/4 ‘S700 
three-month metal to a new the firmer pound against the dollar ‘n” Jeg is aa = Copper, Grade A (f per tonne) Total daily turnover 40,108 tots Dac & Ss on a Nov seam S86 soBrD seo 
contract low of $1,028 a tonne on restricted the rise in the sterling Sep 780 786 781 Cash 1386-7 19634 1358/1356 = 4257-8 Feb 6370 6373 6375 oD iter soa oun 6180 e000 
the morning pre-market belore copper price. Speculative buying Dec 805 BH 505 B08 3 monihe 1356-7 ie sae ae ter Lad = Mar 6120 66118 = S120, 6105 May 6512/2 = 6160 S25 can 
trade buying and short-covering and shart-covering against a hay on es i = Lead (E per lonne} Total dally turnover 1,750 tots Apr saa0 = 5680 $680 dul 8180 20 e204 e180 
provided support and held the background of tightness of LME bol 872 889 Cash 37-75 389 yeei7 375-18 i ee ane Aug 6150 «6210 DID 
market above $1,030 for the rest September delivery metal and = wor lan ke al aoe es ee a Ne son swe ae 
of the day. Traders said the — optimism in the US over the 1600 Indloatoe ren [SDRs par sana Dally Nickel (S per tonne) Total dally turnover 4.504 lols 
market was in uncharted territory —_ prospects for a fourth quarter price for Aug 27 864.52 (884.84) 10 day average Gash 70-40 7e80-86 7835 7E6-40 
and they could not pinpoint areas economic recovery alded the Jor Aug 28 855.54 (861.67) J months 7680-65 THA0-4S, 7O00TRES 7875-80 7ee0/7800___ 14.191 low 
of support. They suggested that firmer trend, traders said. The cortan — — ome Tin (S par tonne} Total dally turnover 1,267 tors 
$1,000 was probably in a lot of Possibility of a strike at Minero —— Gash ‘5575-85 ‘5505-00 od ob ions 
people's minds. The physical Peru's facilities, due yesterday Close Previous High/Low Simonths _ 5655-60 5865-70 ees ee 5600-5 
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of the 6 ‘portional terms — to 3448p. 
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on the day. held. Bolar shares climbed by 
The Seaq ticker showed up 
details of the placing, said to 
have been: carried out by SG 
Warburg Securities. A ‘line of 
9.7m Hambros shares was 
recorded as having been traded 
at 27lp while another block of 
a indicating that the nae Quebec iSpe 2011, BANKS (1) 
Pp. ‘CHENRCALS (3) Hi 
ing had been done on a bought gv, Groot Evogiess, 
deal basis with the broker tak- 
inga3pasharetun.- | 
The Banco Bilbao stake is o 
the second ‘big holding in the . (1) Rssor. wot 
merchant bank to have been  Braamer, Dis 
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agreement 4 and eee SSPAPERS : 
its UK and Continental associ- Pahene a) Goi Greantevs Trou. 


chairman of Barclays de Zoete 
Wedd. He is also on the boards 
of the Commercial Union 
Assurance Company and RTZ 
Corporation. In February 1992 
he takes over as chairman of 
the British Council. 


a Mr Richard Tyee espe 
appointed managing c 

at AARONITE, fire protection 
specialists, which became part 
of Tarmac in 1998. The 
company is based at Pinxton- 
in Nottinghamshire and 
Stavanger in Norway. Mr 
Tyekiff was a co-founder of 

the company in 1974. 
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presid 
Worldwide sales group, has 
been appointed chairman of 
POLAROD (UB). He joined 
Polarold in 1968, and has held 
a number of senior posts in © 

















i the US organisation. —_ 
| Sir Martin Jacomb —» nooveR, Merge Tydlfl,. 
Sc joins Marks and. - ; a angednted Me ite Fallon 
re er “lawyer for its operations in 
| vunagsamoarmcm beta tion 
a /ARKS AND SPENCER is. Equipment Co, Hoover is 
oS | Sooointing Six Martin Jacomb of the Maytag Corporation, 
a Don-exsclrtiye director [= of Towa, US. : 
I September 1. Sir Martinis. fe 
airman of Barclays im Mr Jeremy Budden ; 
Poa until October 31, -. become managing director, 


the stock market “the to reiterate. its... 
disclosing substantial losses . by Seeommendaon on Site ; 
this area. Royal shares’ settled.” after the settlement. ““* 
@ penny off at $86p. . . Traders said that the 9 gain 


£100m, against a comparable 
loss of 293m, with. the dividend 
held at 4.4p, 


Sun also suffering 
from: market perceptions’ that 
it would be as hard hit as 
‘Eagle Star on its mortgage 
weports basis on Saybernber 

on r 
Bost 3 to 359p. Analysts have 
been in a projected 
loss in excess of 
£100m for Sun Alliance, but 
say its balance sheet son sol- 
vency are mu ter 
placed to cbeorb any big losses. 

The impact of such heavy 





NEW HIGHS AND LOWS FOR 1991 





Shandwick, Smith (D9), TEXTILES (1) “i. 
Cex. seis 


Breskwater Res. BULDINGS 
‘Charko, Froomen, Phoenix Timber, 
STORES (1) Brown & Jackson. 

{1) Wharfedale, ENGINEERING (1) 


APPOINTMENTS 


personal management division, 
SEDGWCK FINANCIAL 
SERVICES. He joined as a 
junior consultant 10 years ago, 
and became deputy managing 
director in 1988. 


Mr Raymond Simonds 


“becomes franchise director 


of PAULIG (UK) from ‘ 
September 2. He was business 
development director of United 
Biscuits International. 


 EVERED BARDON. Solihull, 
a quarry products group, has 


- appointed Mr Tim Grimes as 


commercial manager. 


* He left the group earlier this 


year, after five years as 
company secretary. 





3 eid 
ta Mr Andrew Stafford — 
(pictured) has been appointed 
managing director of SPEAR 
AND JACKSON GARDEN 
PRODUCTS, Wednesbury. He 
was consultant, 
south western region, Coopers 
& Lybrand Deloitte. 





projected loss of £49m. He 


. expects L&G to record an 


interim loss of £65m when the 
fembe) ry oars ene 

r 12, 2 a to 
£41.5m last time, to take 
account of a £120m loss on 
mortgage guarantee. Smith 
still expects L&G to increase 
ma nerns by 6 ber cent to 
6.2p, a8 & confidence 
the life fund. L&G shares 
closed 3 firmer at . 

ICI outperformed the rest of 
the market after traders 
caught wind of a presentation 
being made by the company to 
institutions at Kieinwort Ben- 
son. However, Mr Jeremy 
Chantry at Kleinwort said that 


- he was not changing his view 


ly 
use its 2.8 per cent stake in ICI 
to Jaunch a bid. ICI firmed 9 to 


In an otherwise quiet brew- 
ing sector, Greenalls climbed 9 
to 367p after a recommendation 
from County NatWest. 

Tesco recovered well after 


lost ground. 

tutions had been switching out 
of Argyll, a peony lower at 
302p. Tesco added 5 at 271p as a 
brisk 4m changed hands, 








W Mr Alan Binder, a former 
presdent of Shell International 
Trading Company, has been 
appointed non-executive 
chairman of UNITED 
COMMUNICATIONS, part of 
the network of Avenir Havas 
Media, from September 9. UC 
is the holding company for 
Milis & Allen UK; Sky Sites; 
and Pearl & Dean ‘ 
fatarnationat. Mr Leet 

ve particular respol ¥ 
for Mills & Allen. 


m CHARTERHOUSE TILNEY 


investment.management 
division. Mr Ramsbottom will 
continue as a member of the 
pension fund team lead by Mr 
Philip Okell. 








= BOSTIK has appointed Mr 
David Leake (pictured) as 
financial director and company 
secretary. He has been with 
the company for 16 years and 
was financial controller. 





ing the FT-Actuaries Share Indi- 
ces and London Traded Options, 
Page 18. 


RITZ 
options but traders said inves- 
tors were not rolling their 


attention given in the cash 
market to second liners. 
On the Liffe, the September 


- a premium of 23 to the 
underlying FT-SE Index, with 
fewer than 3,000 lots dealt. 
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U.S. $150,000,000 


Canadian Imperial Bank 


of Commerce . 
(A Canadian Chartered Bank) 


Floating Rate Deposit Notes due 1996 


In accordance with the provisions of the Notes, notice is hereby 
given, that for the Interest Period from May 31, 1991 to 
August 80, 1991 the rate for the final interest Sub-period from 
August 29, 1991 to September 4, 1991 has been determined at 
5%% per annum, and therefore the amount of intarest payable 
against Coupon No. 28 or per U.S. $10,000 nominal in registered 
form, on the relevant interest payment date August 30, 1991 will 


be U.S. $151.73. 
By: The Chase Manhatten Bank, NLA. 
o“ 


London, Agent Bank 
August 29, 1951 





THE COST EFFECTIVE REAL - TIME PRICE INFORMATION SERVICE 
te FX oe EQUITIES e FUTURES & OPTIONS or 
+& BONDS we ECONOMIC NEWS & 
CALL * LONDON (071) 233-1100 — FRANKFURT (069) 639125 

























le laws and 
or at the main offices of Swiss 


in Luxembourg. 


Dated: August 15, 1991 


.. FTSE 100... S & P 500... 
IF YOU HAVE a VIEW, TAKE A POSITION 
CONTACT: JONATHAN WELCH ON 071-245 0088 


ECU Fururts Pie, 29 CHESHAM PLack, SW1X SHL 
DEALING Hots Fron 8.00 aor To 9.15 PM 







To the Holders of 


GMAC 


7%4% Asset Backed Certificates 
Series 1986 Euro-A 


NOTICE IS HEREBY GIVEN to the holders of the outstanding Certifi- 
cates described above (the “Certificates™) that the final distribution of 
pind and interest on the subject Certificates will be made on September 

6, 1991. Payments of principal will be a1 the rate of $34.71194 per $10,000 
face amount plus accrued interest to August 31, 1991. 

Payments will be made on and after September 16, 1991 against presenta- 
tion and surrender of the Certificates, with coupons due September 16, 
1991 attached, in lawful money of the United States of America, subject to 
appl regulations, at the main offices of Mo: Guaranty 

rust Company of New York in London, Brussels, Frankfurt ( Main Jor Paria, 
Bank Corporation in Basle, Amsterdam- 
rdam Bank, N.V. in Amsterdam and Kredietbank S.A. Luxembourgoise 


On and after September 16, 199] the Certificates will no longer be out- 
standing and interest thereon shall cease to accrue. 


MORGAN GUARANTY TRUST COMPANY 


UF NEW YORK. as Trustee 
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LACK OF economic news, and 
expectations that UK bank 
base rates will remain at the 


In early operations the 
authorities bought £1,050m 
bills, including £250m bank 
bills outright in band 1 at 10% 
per cent. Another £800m bilis 
were purchased for resale to 








FT LONDON INTERBANK FIXING 


MONEY RATES 





COMPANY NOTICES 
‘THE ROYAL BANK OF CANADA 









Conditions of the Debentures. the 
interest rate for the period 30th 
August, 1991 to 30th September, 1991 
has been fixed at 5%% per annum. 
On 30th September, 1991 interest of 
U.S. $5.005208 per U.S. $1,000 nominal 
amount of the Debentures will be 








NOTICE ts hereby givan In accordance with 
4.175 of the Companies Act 1985 that the 
above named company ("tha Company") has 
@pproved # payment out of capital 
purpose of acquiring by purchase 
179,000,000 of ita own ‘Shares of $1 
each. The amount ol the permissible Capital 
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WORLD STOCK MARKETS 


AMERICA 


Dow tests all-time high 
on interest rate hopes 


Wall Street 


_—_———— 
SPORADIC BUYING helped 
share prices to test their record 
closing highs yesterday morn- 
ing. after an unexpected down- 
ward revision to second quar- 
ter gross national product 
figures raised hopes of an 
interest rate cut. writes Patrick 


Harverson in New York. 


By lpm the Dow Jones 
Industrial Average was up 
16.55 at 3,012.71, just above Fri- 
day’s record closing high of 
3,040.25. The more broadly- 
based Standard & Poor's 500 
was also firmer, up 1.56 at 
394.62 at 1pm. The Nasdaq 
composite of over-the-counter 
stocks outperformed leading 
indices, rising 2.80 to 524.55. 
NYSE 
with 96m 
by lpm. Rises 
outpaced declines by 825 to 577. 

In spite of yesterday's gains, 
analysts expect the market to 
stay in a narrow trading corri- 
dor between 3,000 and 3.050 
until the August employment 
figures are released a week this 
Friday. Investors remain confi- 
dent that the Federal Reserve 
wil] cut interest rates soon to 
stimulate the economy further. 
Yesterday's revision of the 
July GNP figure, reduced from 
an original estimated 0.4 per 
cent rise to a 0.1 per cent 
decline. confirmed that the 
economy's revival from reces- 
sion is proving to be slower 


Turnover on the 
remained light, 


Shares traded 


than than expected. 


Among individual issues, 
Bolar Pharmaceutical soared 
$2; to $§ on the American 


Stock Exchange after the com- 
pany agreed to a S40m settle- 
ment regarding 2 lawsuit 
brought by SmithKline Bee- 
cham over Bolar’s manufacture 
of a generic version of its drug, 
Dyazide. The news sent Smith- 
kline ADRs up $1% to $66%. 

Elsewhere in the sector 
Schering-Plough put on 8% at 
358 after the US Patent and 
Trade Office issued the com- 
pany a product patent for 
human inter-lenkin-t, a natu- 
rally-oceuring protein which 
may be effective in stimulating 
the body's immune system and 
helping in the treatment of 
tumours, jeukemia and lym- 
phomas. : 

Salomon held up well in the 
face of a downgrade of the 
group's senior debt by 
Moody's, the ratings agency. A 
lowering of Moody's ratings 
was expected, so by midsession 
yesterday Salomon shares were 
up Sta at $25%. 

Stocks with links to Mexico 
continued to benefit from the 
improving Mexican economy. 
Latin American Investment 
Fund jumped $2% to $28% and 
Telefonos de Mexico, the com- 
munications giant, added $% 
at $37. 

Continental Bank slipped $% 
to $13% after Keefe Bruyette & 
Woods, the broking house, cut 
its 1991 profit estimates for the 
bank because of concern that 
loan-loss provisions may have 
to be increased substantially 
for the third quarter. 

On the over-the-counter mar- 
ket, Liposome rose $1 to $11 in 
heavy trading after an analyst 
at Hambrecht & Quist repeated 


his “buy” rating on the stock 
and favourable clinical trials of 
the company’s anti- 


were 


analysts’ forecasts. 
Canada 





TORONTO was holding its 
ground at midday, 
Prices were confined to a nar- 
row range in featureless irad- 
ing as the market waited for 
the quarterly results from the 


Canadian 


FINANCIAL TIMES 


fungal drug 


reported. 
Foron fell $% to $10% on 
news that the manufacturer of 
industrial components earned 
only 2 cents a share during the 
second quarter. compared with 
31 cents a share a 


year ago. 
The results were well below 


but share 


The TSE-300 index rose 2.36 
to 3,520.2 on volume of 8.9m 
shares. Declines led advances 
by 217 to i175 with 228 
unchanged. Among the advan- 
cing issues, Seagram rose 
C$1% to CS$114% and SNC class 


A shares by C$1% to C$18%. 


Deprenyl Research rose C$1 
to C$25% on volume of over 
184,000 shares after news that 
it had signed an agreement for 
world-wide rights to a new 
method of treating skin cancer. 


SOUTH AFRICA 


JOHANNESBURG made 
as investors trickled back 


gains 
after 


EUROPE 


THE CONTINENT digested a 
crop of interim results yester- 
day, while Milan was brought 
to a virtual standstill by its 
latest trading scandal, writes 
Our Markets Staff. 

MILAN eased in a very short 
session as this week's revela- 
tion of a stock fraud suggested 
that the settlement of the 
August account, due on Friday, 
would be postponed. Investors 
were reluctant to make new 
commitments because of the 
likely delay, which also posed 
foreign exchange problems for 
foreign investors wishing to 
settle their August transac- 
tions. The Comit index fell 2.3 
to 548.62 in turnover estimated 
at less than Tuesday’s small 
L52bn. 

After the close, the two bro- 
kers who had deposited L8sbn 
worth of stock with the Swiss- 
based bank which had been the 
victim of the fraud declared 
themselves insolvent after fail- 
ing to deliver the stock by yes- 
terday’s deadline. 

There were some bright 
spots in the market. Mr Fran- 
cesco Ricciulli of Paribas in 
London said that he favoured 
stocks likely to benefit from 
the Italian government's deci- 
sion to spend L30 trillion (mil- 
lion million) over the next 10 
years on a high-speed train. 


ASIA PACIFIC 


two days of slack trading. The 


allshare index pat on 23 to 
3,394, helped by a 22-point rise 
in the industrial index to 
4.119. The all gold index 


improved by 19 to 1,127. 


KLSE doubts confirmed 
by money supply move 


Lim Siong Hoon says that Malaysia’s economic 
growth is being overshadowed by interest rates 


HE Kuala Lumpur stock 
exchange had already 
seen better days, and 
foreign fund managers were on 
their way out, when Bank 
Negara, the Malaysian central 
on August 14 
that it was going to tighten 


bank, announced 


Toney supply. 


Its intervention was taken as 

@ confirmation of what foreign 
investors had long thought 
ahout the economy: that the 
inflation rate, officially at 4 per 
cent, is understated; that the 
rapid deterioration in the cur- 
rent account deficit (M$8bn 
forecast this year, compared to 
MS$4.6bn last et was being 
measures; and 

that a weak Malaysian dollar, 
combined with artificially low 
interest rates, was a recipe for 


tackled by h 


trouble. 


These concerns have over- 
shadowed a 7.5 per cent growth 
forecast for the Malaysian 
economy this year. For equi- 90 
ties, they took a slow down- J 
ward consolidation and turned 


it into a bear market. 


The KLSE composite index 
had reached a 1991 high of 
685.02 on May 29, a rise of 34 
per cent from the year’s low of 
470.41 on January 16 during 
the Gulf crisis. By the end of 
July the index still stood at 
602.32, but it dropped 10 per 
Cent in the first two weeks of 
August, taking its biggest tum- 
bie of the year on August 15 
when it fell 1866, or 3.3 per 
cent, to 550.92 in reaction to 
the government's decision to 
abandon its policy of keeping 
interest rates artificially low. 

“In the normal course of 
things, the Bank [Negara] 

ly causes a flutter in the 
market. This time it was 


instructive," says Mr Lau Yew 
Kong, research manager at 
CIMB Securities. 2 
In an emerging market like 
Malaysia's, equity activity has 
much less of a correlation with 
domestic interest rates than 
European bourses, which are 
so sensitive on this issue at the 
moment. Malaysian companies 
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are generally lowly-geared, 
says Mr David Bates of Asia 
Equity in London, and double 
tax complications mean that 

ian equities are so low- 
yiel to the foreign investor 
that dividend yield is a negligi- 
ble incentive. 

But this time the market's 
performance was already 
weakened by Tokyo’s influence 
and overshadowed by Hong 
Kong's strength. Kuala Lum- 
pur has been jaded too, follow- 
ing complaints about insider 
trading and illegal transac- 
tions, 

This time the monetary 
restrictions were aimed 
directly at the consumer. Ana- 


lysts argue that unless the 
double-digit growth in aggre- 
gate demand eases, 


more 





Tokyo 


ARBITRAGE-RELATED selling 
eroded early gains yesterday, 
and the Nikkei index ended 
slightly lower after moving 
nervously in a narrow trading 
Tange, writes Emiko Terazono 
in Tokyo. 

The Nikkei average fell 19.67 
to 21,621.63 after a high of 
21,802.31 and a low of 21,572.21. 
Volume rose to 250m shares 
from 170m as some shares were 
cross-traded ahead of Septem- 
ber book closing. 

Declines led advances by 587 
to 310, while 183 issues 
remained unchanged. The 
Topix index of all first section 
stocks retreated 13.90 to 
1,682.94, and in London the 


restrictions will follow. Thus, ISE/Nikkei 50 index rose 7.24 to 
local investors followed the for- 1,294.19. 
eign selling. Arbitrageurs moved to 


stocks like Tanjong 
and United Motor Works @ 


‘mance shares, and car 
Oriental, 


unwind their positions against 
September futures, which will 
xpire on September 13. The 


which more than dou- Tokyo Stock Exchange (TSE) 
bled there pre-tax its last announced that long positions 
year, suffered hea as this against September futures as 


month's measures limited the 
proportion of finance which 
can be given to the purchase of 
a new car, The weak Malaysian 
dollar was already biting into 
fits. UMW, the local 
assembler of Japan's Toyota 


mid- 

re-tax profit in 
spite of an 11 per cent rise in 
sales. 

The government's policy of 
keeping interest rates artifi- 
cially low, aimed at supporting 
investment, had increasingly 
shifted savings from bank 
deposits into the equity mar- 
gools Within the equity mar 

e mar- 
ket, attention was diverted to 
new issues which are fre- 
quently underpriced. Until 
mid-August there have been 16 
new issues this year, and 40 Regional bank shares 
are still pending. 

There seems little appetite 
for existing equity stocks. The 
last ten days have seen a mini- 
crash on the Moscow coup, a 
recovery on its failure and, in 
the past three days, a return to 
decline, a fraction at a time. 
Lethargy, liquidation of posi- 
tions and lack of buying sup- 
port took the KLSE index 
Gown 3.22 yesterday to 535.38 
and, with investors stili wary 
about interest rates, prices are 


some 


teat drop In 


a 
P 


expected to drift lower still 


FT-ACTUARIES WORLD INDICES 


of August 23 were down by 
83.7m shares or Y126.9bn from 
a week earlier to a total of 
llbn shares, worth Y1,238bn. 
The TSE said that arbitrageurs 
sold 47.1m shares worth 
Y48.4bn, while 45.5m shares 
worth Y45.4bn were bought. 
Morgan Stanley was the 
most active player in arbitrage 
transactions, buying and sell- 
ing a total of 29m shares, or 
31.3 per cent of the total turmn- 
over. Nomura Securities and 
Salomon Brothers followed. 
Sentiment weakened as 81 
issues hit new lows for the 
year. Mr Chris Newton at 
dames Capel said that if the 
Nikkei index stayed below 
2,000 for longer than two to 
three weeks, a forecasted year- 
end rally could be in jeopardy. 


were 
among the most active issues 
on heavy 1 ing. Trad. 


ers said that institutional 
investors realising profits 
ahead of the September 
interim book-closing were seen 
actively trading the issues. 
Chiba Bank, the most active 
issue of the day, felt Yid to 
Y1,090 and Joyo Bank lost Y8 
to Y908. 


Showa Shell Sekiyu, the oil 
refiner, rose Y80 to Y1,890 on 
reports that it will post a 
double-digit increase in pre-tax 
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FT-SE Eurotrack 100 - Aug 28 


Hourly changes 


Gpen 10am iam Noon 


1pm 2pm J3pm_ Close 


VIZ1A13 1121.73 112270 112225 1121.75 1121.16 1121.46 1121.03 


Day’s High 1123.04 Day's Low 1120.02 
Aug 27 Aug 23 Aug 22 Aug 21 Aug 20 
raat 1112,34¢ 1108.61 1100.53 1066.98 


Base value 1000 (26/10/30) ¢ Corrected. 


Ansaldo Trasporti, which is 
earmarked to receive contracts 
worth 10 per cent of the total 
investment, rose L110 or 2.3 
per cent to 14,750. 

The state-controlled cement 
manufacturer Cementir gained 
a further L111 to L2,611 on 
rumours that the state holding 
gtoup IRI is planning an issue 
price of L3,000 when it privat- 
ises the rest of Cementir. 

PARIS showed ite vnlnera- 
bility to rumour. The CAC 40 
index ended up 2.16 at 1,551.83 
in an optimistic session, 
buoyed up by signs from the 
futares market which 

that the index could 
soon reach 1,900. Volume was 
estimated at FFr2.3bn after 
Tuesday's FFr1.7bn. 

Euro Disney rose FFr2 to 
FFr138 on speculation that 
France might cut its uniform 
tax on redistributed profits. 
The construction group Spie- 


Arbitrage-related 


Profits for the current fiscal 


Japan Aviation Electronic 
Industry, the aeronautical nav- 
igation equipment maker, 
plunged ¥30 to Y730. Four 
company officials, including a 
former president, have been 
arrested by the Metropolitan 
Police for their involvement in 
egal rts of missile parts. 

Sega i the game 
maker, added Y100 to Y11,600 
on buying by individual inves- 
tors. Reports that the com- 
Pany’s pre-tax profits for the 
six months to September 
would rise by 30 per cent 


Prompted bu: 

In Osaka, the OSE average 
fell 66.93 to 23,291.71 on volume 
of 47.6m shares. Some elec- 
tronic issues turned higher 
toward the close on in- 
bunting. Nintendo, the video 
game maker, rose Y200 to 


Batignalles put on FFr26 to 
FFrd10 on rumours that its 
majority shareholder, Schnei- 
der, would sell all or part of its 
holding. Schneider denied the 


rumotr. 

The department store chain 
Printemps rose FFri5 to FFrés2z 
on renewed talk that the Maus 
family would sell its control- 
ling stake in the company 
because of troubles at its US 


operations. 

Michelin closed FFr4.4 
higher at a new high for 1991 of 
F¥ri22, on hopes that an eco- 
nomic recovery in the US 
ould boost replacement tyre 


es. 

FRANKFURT hardly 
emerged from its shell, the 
DAX eventually ending the day 
just 0.38 higher at 1,674.50 38 
after a rise of 0.27 to 685.70 in 
the FAZ at midsession. Volume 
in Frankfurt was down to 
DM2bn against DM2.3-2.4bn on 


Thursday 


Tuesday. Mr Hans-Peter Wod- 
niok of James Capel said that 
it was reassuring that the indi- 
ces had risen at all in spite of 
the low volume. 

The chemical results season 
started with a slight decline in 
profits from Bayer, indicating a 
slight improvement in the 
month of June alone. The stock 
Tose 40 pig to DM277.70. 

The diversified steel com- 
pany Hoesch rose DM1.60 to 
DM251.80 in spite of a 65 per 
cent drop at the pre-tax level 
as rumours of a foreign bid 
resurface 


Meanwhile, the motor indus- 
try debate continued with 
Volks' n rising DM4 to 
DM382, flat and Porsche 
DM1i0 lower at DM745. Mr Wod- 
niok said that the launch of 
VW's new Golf model has 
excited the market, with the 
Frankfurt car fair upcoming 
next month. . 

AMSTERDAM was unin- 
spired by ’s interim 
results, The CBS Tendency 
index ended at 91.3, up just 0.1 
in thin 

Aegon, the insurer, eased 20 
cents to FFr117.70 on disap- 
pointment about its proposed 
10 cent rise in the interim divi- 
dend. Buehrmann Tetterode 
recouped F12.20 to Fi 46.40 
after Tuesday’s 3.9 per cent 


August 29 199] 


Continent digests crop of interim results 


drop in anticipation of its poor 
interim results. The company 
said rday that net profits 
fell 16 per cant in the first half. 

STOCKHOLM recovered 

from an early dip thanks to a 
result from Procordia. 
The Affarsvarlden index rose 
23 to 1,083.5. 

Precordia free B's closed 
SKré up at SKr207 after the 
company reported a rise of 25 
per cent in first-half net prof 
its. Astra free B’s climbed SKr8 
to SKr573 as analysts upgraded 
their full-year forecasts in the 
wake of Tuesday’s interim. 

Bucking the trend was 
Nobel, whose free B's lost 
SKr22 to SKr33 on the first day 
of trading since the stock was 
suspended last Thursday due 
to a crisis at its affiliated 
finance company, Gamles- 
taden. Volvo free B’s eased 
SKr4 to SKr354 ahead of its 
interims, announced after the 


close. 

ISTANBUL fell 3.4 per cent 
in thin trade as yesterday "s 
one-year government bond auc- 
ton’ set a higher benchmark 
for interest rates. The 75-share 
market index ended at 3,349.15, 


Sophus Ber- 
endsen fall DKr70 to DKri,910 
on lower-than-expected half- 
year results. 


selling erodes early gains 


Y¥11,400. Strength in Sega 
Enterprises encouraged inves- 
tors. 

Daishingan, the non-bank 
financial company, plummeted 
Y20 to a record low of Y580 on 
small-lot selling on reports that 
the company may have to 
write off Y8bn in connection 
with the recent bank loan 
scandals involving Ms Nui 
Onoue, the Osaka-based restan- 
rant owner. 


Roundup 


INDIVIDUAL shares made 
more impact than general mar- 
ket trends in the Pacific Basin 
yesterday. 4 5 
MANILA scored its sixth 
consecutive improvement, the 
composite index rising 20.76, or 
Just over 2 per cent, to 1,025.99. 
This time the index was car- 
ried higher by the strong over- 
night performance of Philip- 
pine Long Distance Telephone 
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{PLDT) in the US market. 

PLDT finished the session at 
585 pesos, up 27.50 pesos, after 
a high of 592.50 pesos. The 
issue had gained $1.625 to 
$22.375 in American Stock 
Exchange trading overnight. 

SINGAPORE saw interest in 
the ‘grey’ market, where Singa- 
pore Automotive Engineering 
(SAE), the latest local company 
to offer shares, was quoted at 
between S$1.65 and S$1.85, well 
above the offer price of S$1.20. 

Meanwhile, the Strait Times 
Industrials index rose 7.08 to 
1,390.20, as turnover rose from 
$$53.4m to $358.9m. 

NEW ZEALAND advanced 
on late buying in Fletcher 
Challenge and Carter Holt Har- 
vey, which rose 7 cents to 
NZ$3.60 in 930,000 shares and 6 
cents to NZ$l.62 in a thin 
65,000 shares respectively. 

After opening flat the 
NZSE-40 index closed 13.10 
higher at 1,417.48 after an 


Fondo de Inversiones 


Privatisation Process 


re 


a 


Privatisation of Hotel Properties, Venezuela 


The Fondo de Inversiones de Venezuela (“FIV”), in its function as promoter and coordinator of the privatisation of hotels and 
leisure properties in accordance with the Agreement signed on 11 December 1990 with the Corporacién de Turismo de 
Venezuela (“Corpoturismo”), informs all local and foreign investors of the beginning of the prequalification process for the 
purchase of the Corpoturismo’s shareholding participation in the following companies: 


No. of Rooms Category Location 

220 5* Paseo Puerto Colén, Puerto La Cruz, 

Estado Anzoategui. 
Owner of the property where the Hotel Melia Puerto La Cruz operates. 

287 5* Urbanizacién Caribe, Parroquia Caraballeda 
del Municipio Distrito Vargas, 
Distrito Federal. 

Owner of the property where the Hotel Melia Caribe operates. 

138 S* Urbanizacién Nueva Segovia, Carrera 5, 

Entre calles 5 y 6 Barquisimeto, 


Estado Lara, 


Owner of the property where the Hotel Barquisimeto Hilton operates, 

1. The above-mentioned companies will be sold individually via international 
no deferral of payment or Bnancing from Venezuelan state-owned entities. 

2. Up to 20% of the share capital of each hotel shall be offered to the eraployees under terms and conditions to be established 


3. Interested parties shall express their intention in writing to acquire shares in one or more of the companies. All expressio! ce 
of interest shall be delivered no later than 11.00 am on 3! October 1991 to the offices of 
Venezuela, 5th floor of the Torre Banco de Lara, Esquina de Mijares, Caracas, Venezuela. 
4. Expressions of interest raust be accompanied by the following information: 
a. In the case of a legal entity: copy of the Articles of Association of the com| 
in the hotel sector for cach of the interested parties or of the designated operator; company report and accounts for the 
past three (3) years, duly audited by accredited chartered accountants. 

b. In the case of non-corporate investors: name, profession, place of residence, nationality, 
certified personal balance sheet. 

5. In order to register for prequalification, interested parties must: 

a. Provide evidence of more than three (3) years’ experience in the operat 
category or better, either directly or through a designated operator. 
b. Have an individual or aggregate net worth of no less than one hundred and 

or the equivalent in foreign currency per hotel ta be bid for. 


c. Certify that they have no outstanding and overdue financial obligations with the Venezuelan State. 
6. FIV and Corpoturismo will review the documentation and credentials received and will 
of the prequalification process in the international and local press, 
7. FIV and Corpoturismo will in due course inform 
of bids in the privatisation process. 
For additional information, contact the Coordinator for Privatisation of Hotel and Leisure P: 
for Privatisation of the Fondo de Inversiones de Venezuela, 5th floor of the Torre Ban 


prequalified investors of the necessary procedures to follow for submission 


public tender in cash for iamediate value with | ‘ 


the Fondo de Inversiones de ef 
jpany Or consortium; statement of experience 
experience in hotels and duly 


tion of hotels and/or leisure facilities of four star 4 


eighty raillion bolivars (VEB 180,000,000) 


subsequently announce the results . # 


Toperties, Office of the Manager 
co de Lara, Esquina de Mij 

Caracas, Tel; (582) 801 0972, 801 0973, 801 0971, Fax: (582) 839169, Tix: FIVEN 22890, 26529. om 
Ssued by Fondo de Inversiones de Venezuela and approved by Morgan Grenfell 


& Co. Limited, a member of The Securities and 
Authority, solely for the purposes of Section 57 of the Financial Services Ac. 1986. 7 sea 


aggregate loss of 1.9 per cent 
over the previous three ses- 
sions. Turnover rose from 
NZ$9.3m to NZ$14.6m. ; 

AUSTRALIA was slightly 
higher although signs of 
patchiness in the economic 
recovery, the weight of share 
issues in the past six months 
and poor corporate earnings 
have left many investors on 
the sidelines, : 

The All Ordinaries index 


pany, rose 8 cents to A$7.22 
after reporting a smalier-than- 
expected decline in profits. 
News Corp gained %4 cents to 
$9.52 on buying in the US. 
BOMBAY rebounded after 
the government approved a big 
> issue of convertible debentures 
by Reliance Industries. The 
BSE index added 13.91 to 
4,827.59. 
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An interview with the 


Prime minister, 


Mahathir Mohamad, Page 6 
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Malaysia’s successes 
over the past decade 
are well documented. 
But concerns about 
labour shortages, 

' privatisation and social problems 


cloud the horizon. There is a risk 
that the government will depending 





excessively on relentless economic 





growth. Alexander Nicoll reports 





Stability is 
paramount 


MALAYSIA is booming. Ten 
years after Dr Mahathir 
a took office as prime 
minister, the country is enjoy- 
ing rapid economic growth and 
a high level of confidence 
among foreign investors. 

The trappings of suc- 
cess — consumer goods, con- 
struction projects and streets 
choked with, new cars - are 
easily visible in Kuala Lumpur, 
the capital, and the states 
which have benstlted most: 


ment's long-standing policies 
of socio-economic i 
as well as its firm gversight of 


general election ~ although 
with a smaller share of the 

popular vote - has this year 
renewed the country’s longer- 
term goals following the expiry 
of the 20-year-old New Eco- 


icy, retains the aims of eradi- 
cating poverty and expanding 
the role in the economy of 
Malays and natives, collec- 
tively known as Bumiputras. 
But there is no longer a spe- 


‘ (CONSOLIDATED HS9C GROUP ASSETS AT 31 DECEMBER 1990 EXCEED USS19 BILLION 


cific percentage target or time- 
frame for Bumipui ‘ipa- 
tion - the aim 
per cent stake in the corporate 
sector by 1990. “We are looking 
now for quality rather than 


business management skills so 
they can develop, rather than 
simply enjoy, the fruits of a 
policy which favours them. 
Underlying the NDP’s preoc- 
cupation with balanced devel- 
opment of the economy is Dr 
Mahathir's goal that Malaysia 
should be a developed country, 
though retaining traditional 
values, by the year 2020. Key 
advisers are closely involved in 
“Vision 2020”, a body set up to 
determine the i 


of the 1990s to attract foreign 
investment — 100 per cent 
ownership is allowed of export- 
oriented projects - has set 
Malaysia on this path more 
successfully 
Mahathir's earlier push to 
develop heavy industries. 

For foreign manufacturers 
looking to ee labour in- 
tensive © opera ons abroad, 
aysia is appealing because of 
political stability, flemocracy, 
ease of doing business, 
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able workforce, reasonable 
costs, coramuni- 
ledge of the Engtish language. 
Taiwan last year replaced 
Japan as the biggest investor, 
with M$6.3bn ($2.abn) of 
approved investments. South 
Korea is making a rapid 
entrance, and companies from 
, the US and Europe 
also have substantial 
operations. Approved foreign 
manufacturing investments 
irae >_igproximately doubled 
yu. the previous year’s 
in each of the past three years, 
reaching M$17.6bn in 1990. 
With manufacturing 
accounting for 27 per cent of 
gross domestic product, com- 
ered with 20 per cent five 
years ago, economic growth 
has also been buoyant. It has 
averaged 9 per cent over the 
ture remains an important pil- 
lar of the economy, the govern- 
ment aims for further 
substantial expansion of the 
manufacturing sector. 
However, there are now 
signs of overheating and bottle- 
necks. Inflation, although it 
has been below 4 per cent, is 


cree ing up, in th in the regions 

the most 
manciarraring ins investment, 
there is full employ: 
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ment. The emerging labour 


Imports of capital goods for 
manufacturing plants have 
combined with strong con- 


To HeLp Your Business ExPAnpD. 


ing of parts and other goods for 
new industries remains low. 


The 
ulate the performance 
and gee Sapa nun, sized Evia industrial 
ucts are 

often late and of quality 

The politica) Packo loth for 
Malaysia’s economic success 
remains Dr Mahathir's para- 
mount desire to maintain sta- 
bility in the face of rivalry and 
latent tension between races. 

For him, riots which broke 
out between the Malay and 
Chinese communities in 1969 


ilure of efforts.to keep a bal- 
ance in society and to raise the 
overall standard of living. 
Introducing the National 
Development Policy and the 
latest five-year plan to Parlia- 
ment in June, Dr Mahathir 
said: “Since the new e 
tion of Mataysians are 
ally not aware of the ev events fats tn 
1669, it is is necessary to remind 
and also ourselves that in 
a multiracial society like ours 
the existence of socio-economic 
imbalances along racial lines is 
not conducive to stability or 
national unity." 
Inevitably, however, 
attery ts to tip the balance 
one sector of the iC 
tation create unease. 
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i ister : ai Sie omc oF 
The trappings of success — consumer goods, construction projects and streets choked with new cars — are easily visible, especially in Kuala Lumpur 


Moreover, there are signs 


that although the overall level . 


of poverty has been much 
reduced, differentials within 
the individual racial, communt- 
ties have widened. 


lepends primar- 
iy on Malays for hs export 
bis popularity is as high : 


Oe ae aL oa thin coring 


However, the tentacles of the 
United Malays National 


ii 


Organ- 
isation (Umno) - the party led. 
i business, 


by Dr Mahathir - in 
and the appearance 
panies with 


that com- 
litical links get 
many of the contracts, are 
a long-standing source of con- 
cern. Although Umno’s hold- 
ings in business were previ- 
ously open — and there is a 


cal parties owning such 
ings — there have been recent 
attempts : 


See 
Ss ale 


‘to regroup. : 
Many of the companies’ 


which have been seen 2s in 


Malaysia has assumed a 
new assertiveness in 
its foreign policy: Page 7 
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@ National development: 
The policy for national 
development carries no 
deadline and no explicit 
emphasis on target quotas 
for ownership of the cor- 


athe economy: Malaysia 
is finding reilef in fore- 
casts of a deceleration 
from last year's growth In 
‘gross domestic product of 
10 per cent Page 4 

i m Corporate sector: Many 
of the immediate concems 
which confront Malaysian 
compenies are those 
_ Springing from the nation's 
Page & 





Umao's stable bas ay 
shifted Renong “a 
by Mr 7. Fvvind 
eens 

tt man” for ea ae 
Mahathir insists Umno has Ed 
links with companies, Wy = 
companies may be run : 
ple sympathetic to Umno. 


Despite five -years of 
export controls, world tin 
stocks still remain high 
- | — at about 45,700 tonnes 
“| teat December........Page 4 
1 Foreign relations: in a 
mood of new assertive- 
ness over the past year, 
Malaysia has spawned a 





indges, and bars on publication series ot inhiatves. most 
newspapers. ae, Aa dRe a notably for a proposed 
rae ates of stability | free-trade alliance | of. 
sary Me eo alawsia's moot ead. Asian countries....... Page 7 
ers — involves a cost'in.terms | @ Politics: Malaysia can 
of the fre experienced in rightly claim to have a 
many western democracies. | more developed demo- 
The risk is that. . cratic system than many 
ment is depending other Asian countries. The 
7 Telentless economic federal structure makes 
spread wealth state politics: ‘Very ‘Impor- 
in check - and that tant .. Page 8 | 


- Editorial ‘production: 


Malaysia offers plentiful opportanities for 
. trade and investmeat. To take advantage of them, 
"yon needa bank can respond tfc arte, 
conditions, 

_HotighongBank hs 36 oes ty 
locatioris in Peninsular Malaysia, Sabah and . . 
Sarawak. Our long ekperience and i-cepth ; 

: knowledge of this complex market can provide | 
you with a competitive edge. 

As the principal member of the HSBC 
Group, HonghongBank can offer the support of 
thé Group's 1,300 offices worldwide. Each | : 
giving you local expertise from people with on- 
the-spot market Inowledge. me ds 

For more information, contact our Malaysia 
Main Office at 2 Leboh Ampang, 50100 Kizala 

’ Lumpur, Malaysia,.Tel: (03)2300744; our 
London Office at 99 Bishopiigate., London - 
EC2P 2LA, Tel: (071) 638-2366; or your .. 

_ Dearest office of HongkongBank, os 

_ Well help your basiness expand. _ 


Fast decisions. Worldwide. 
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Lim Siong Hoon examines the National Development Policy 


Doctrine without a deadline 


non-Bumiputra hands by 190 


THE National Develo, ment 
Policy, unveiled in Ji Tune. is in 
essence a copy of its predeces- 
sor doctrine, the New Eco- 
nomic Policy. 

But unlike the NEP, it car- 
Ties no deadtine and no explicit 
emphasis on target quotas for 
ownership of the corporate sec- 
tor. It also acknowledges that 
the previous policy goals had 
suffered from excesses of 
implementation. 

When Malaysia won indepen- 
dence from Britain in 1957, eco- 
nomic and political power were 
detached from each other. 
Political power was in the 
hands of the Malays; economic 
power largely belonged to the 

ese, with foreign compa- 
nies also owning large chunks 
of the country’s businesses. 

This sowed seeds of dissen- 
sion which culminated in the 
ethnic riots of 1969. The NEP 
was launched in 1970 as a 
result. 


It bas influenced all aspects 
of Majaysian life, from corpo- 
rate structures, investment 
and employment patterns, to 
daily attitudes, Its twin policy 
pillars were the eradication of 
poverty and economic restruct- 
uring, or, “eliminating the 
identification of race with eco- 
nomic function.” No one was 


by sector and ethnic group: 1990 (1995 in 
joyment by kh 


brackets) percentage of sector's 
Bumiputras Chinese Indians 

ricuiture 76(75) 16(16) 7(8) 
Manutacturing sods) 3745) (12{ 11) 
Whiste/retail/hotels/restrnts 38(36} §4(56} 77) 
Govt services 66(66) 25(25) 8(9) 
Construction 43(42) 50(51) 66) 

Registered professionsis by ethnic group (1990 percentages) 

Architects 24 74 1 
Accountants W 81 6 
Engineers 6 58 5 
Dentists 2 7 a 
Qostors 
Lawyers 22 50 a 
Survayors 45 50 4 
Where total is not 100, remainder Is made up by other races 
Source’ Sit Malaysia Plan, 1991-1995 
to be worse off, according to its sent leas than 10 per cent. 
governing principles. Incomes As many as three-quarters of 
for everyone were to be the Bumiputras were estimated 


increased but at a faster rate 
for the poor than the rich. 

At the same time, the NEP 
set a target of 1990 by which 
time 30 per cent of the coun- 
try's corporate sector would be 
in the hands of Bumiputras 
(literally, “sons of the soil”). 
These are Malays, which now 
make up about half of the 18m 
population, and small, diverse 
groups of natives who repre- 


to be poor in the early 1970s. 
They were largely agrarian 
communities and were far 
more backward in commerce 
and in the professions than the 
non-Bumiputras — Chinese 
who make up 33 per cent of the 
Population now and Indians 
who make up 10 per cent. 

The NEP targets were that 
40 per cent of the corporate 
sector should be in Malaysian, 


and 30 per cent controlled by 
foreigners. When the policy 
bad run its full course last 
year, the statistical achieve- 
ments were proclaimed a quali- 
fied success. 

On the alleviation of pov- 
erty, Malaysia's poverty level 


had dropped from 52 per cent f . . 


of all households in 1970 to 17 


per cent by 1990, according to F 


the government's definition. 
On equity distribution, Bum- 
iputras’ stake in the corporate 
sector rose from 2 per cent to 
20 per cent between 1970 and 
1990. The share of Chinese and 
Indians rose from 32 per cent 
to 46 per cent, and that of for- 
eigners dropped from 63 per 
cent to 25 per cent. The share 
not accounted for in these fig- 
ures is held by nominee compa- 
nies of unknown ownership. 
Dr Mahathir Mohamad. 
prime minister, acknowledged 
in 1987 in an interview with 
the Financial Times, that the 
NEP was failing to meet its 
targets. He said it was “in 
abeyance” and that a newly re- 
formulated policy wauid have 
to make up for this. The NEP 
had been blown off course 
partly by the recession which 
hit Malaysia in the mid-1980s. 
Hinting then at the likely 


shape of the replacement, he 
noted that as soon as a specific 
figure was given as a target, “it 
becomes a controversial issue 
in itself while in fact it is quite 


less... What is impor-” 


meaningl 

tant is to make the Bi 

competitive in every way.” 
The NDP, as well as remov- 

ing the specific targets and 

time-frame, 


andl Govelop tio 
weaith they have gained as a 
result of the NEP. But it was 
important to keep the NEP‘s 
goals and operating principles 
alive, for reasons that go 
beyond national solidarity. 

The United Malays National. 
Organisation (Umno), the 
Malay party which has: been 
dominant since independence, 
had staked its reputation on 


of the er polici 
pendent Malaysia", Dr 
Mahathir provided not simply 
a justification for its continua- 
tion. He implied that the refor- 
mulated policy had to remain 
as Umno’s raison d'étre. 

The NEP has had other 
implications: 
@ About 1m poor people, prin- 


ties, mainly rubber and palm 
oil, Land is now nearly 
exhausted, and prices have not 
been buoyant. Grievances have 
grown alongside a decline in 
farmers’ real incomes. 

@ The mass transfer of state 


assets into Bumiputra hands 
has resulted in the concentra- 
tion of wealth among a Malay 
elite, so that the income dispar- 
ity Is now acknowledged to be 
greater among Malays than 
within other communities. 
@ Last October's election 
results were an indication that 
shortcomings over equity dis- 
tribution were seen as much 
by the poor among Bumiputra 
as among the non-Bumiputra. 
In Kelantan, predominantly 
us and poor, the coalition 
lost all its seats, Nationwide, 
electoral support for Pay 





NDP's economic, 
employment and other social 
targets are contained in an 


accompanying 
the Outline Plan of 
1991 to 2000. Average real 
annual GDP is to grow by 7 per 
cent, doubling in absolute size 
within 10 years; the unemploy- 
ment rate is be reduced from 6 
per cent currently to 4 per 
cent, and the poverty rate from 
17 to 7 per cent, 

Social and business reforms 
aimed at transforming the 
economy may slow the pce eof 

implementation 
pene its substance: Since the 
NDP is the main source of 
Umopo's strength, the party's 
leaders have little incentive to 
reduce its importance. 





FOR the Malaysian stock 
market where daily volume 
averaged about 40m shares in 
1969, trading of 100m to 200m 
shares a day in the early parts 
of 1990 was a euphoric way to 
start an independent life after 
breaking a long-standing cross- 
listings link with the Stock 
Exchange of Singapore. 

A semblance of sobriety has 
since returned. During the first 
half of this year, trading vol- 
ume fell by 2 per cent although 
there were 30 additional list- 
ings. They included Syarikat 
Telekom, the telecommunica- 
tions monopoly and the largest 
group, with 13 per cent of the 
market's total capitalisation. 

To individual Malaysian 
investors, who have tended Me 
regard the Kuala Lumpw: 
Stock Exchange as a p! aye 
ground for speculative tax-free 
capital gains, independence for 
the KLSE probably meant lit- 
tle, if anything. 

For the government, how- 
ever, independence was not 
only symbolic of the liberalisa- 
tion and transformation it had 
initiated for the domestic econ 
omy. But it also opened the 
way for the sale of state-owned 
ente rises, and for pumping 

fe into a long-neglected 
source of capital. 

The exchange is a focal point 
of the government's asset 
redistribution policies, 
although the governing rules 
are expected to change this 
year. Companies were previ- 
ously required to set aside at 
Teast 30 per cent of their new 
issues for “Bumiputra”, the 
ethnic category of Malays and 
natives, This rule may be eased 
and the government may even 
allow foreigners to subscribe to 
new issues. 

For stockbrokers, indepen- 
dence offered huge opportuni- 
ties because of the fast eco- 
nomic growth and because of 
privatisation. Scheduled next 
May is the largest flotation on 
record, that of Tenaga 
Nasional, the electricity 
monopoly which has fixed 


MSTOCK MARKET 


Semblance of sobriety 


assets valued at M$13.4bn. 
These opportunities are 
backed by a sympathetic mone- 
tary policy promoting moder- 
ate interest rates, by growth in 
disposal income and by a large 
Savings market - Malaysian 
annual savings are equivalent 
to 30 per cent of GNP. More- 
over between 1988 and 1990, the 
Bublic sector's demands on the 
overall capital market dropped 
from 73 per cent to 26 per cent 
of total funds raised. This 
means that financial institu- 
. tions, such as insurers which 
traditionally hold much of 
their assets in government 
securities, will have to alter 
their porticlios to accommo- 


- date more corporate equity. 


The Employees Provident 
Fund, a state-managed work- 
ers’ retirement scheme which 
had 76 per cent of its M&7bn 
assets in government securities 
last year, is likely to assert a 

Yful influence on the mar- 
in the future. It is now 
mitted to hold 50 per cant of its 
assets in equity, compared 


ot - . . ee en 
For stockbrokers, Independence offered blg opportunities 





with 30 per cent previously. 

The brokerage industry has 

already gained much from the 

at the KLSE. Despite 
the drop in trading volume 
between the first half of this 
year and last year, the MS$18bn 
turnover in value terms from 
January to June nearly equals 
the total for all of 1990. 

In the 19 months to early 
August, the Kuala Lumpur 
Stock Exchange index gained 
20 per cent. At the end of July, 
market capitalisation of the 

stood at M$168bn. 

A darker side of the market 
has also emerged: BBMB Secu- 
tities, a stockbroking subsid- 
jary of Bank Bumiputra Malay- 
sia, the country's 
second- bank, needed a 
capital infusion from its parent 
after losing M$72m from 
alleged “irregular transac- 
tions” between September 1989 
and March 1990. A former chief 
gully pee Pleaded eal 

y to charges of ille 
share trading. 


Earlier this year, the finance 


ministry froze further listing of 
brokerages on the exchange 
after having approved 10. For 
companies seeking new capital, 
the 1e Tuling caught jhem just 
the ministry had raised 
ie minimum equity capital 
requirement 10-fold to M$20m. 

The capital restructuring 
produced a rationalisation of 
the brokerages on a scale 
rarely seen in the industry. It 
forced many brokerages owned 
by individuals to be sold off. to 
Merge or seek a listing. 

Many of them were previ- 
ously undercapitalised. The 
rationalisation would have 
been inevitable if it was to sup- 
port the demand for shares and 
to cope with the financial con- 
sequences of the market's 
abrupt divorce from Singa- 

brokerages. 


pore's well-funded 

All the changes were 
brought about to raise the mar- 
ket's profile and aid domestic 
economic transformation. How- 
ever, they have scarcely begun 
to alter the market's funda- 
mental characteristics. 

There remains, for examp 


a poor correlation tena 
interest rates, which rose in 
recent months to around 8 per 
cent, and dividend yields, 
which at end-June grossed 2.5 
per cent, down from 3.3 per 
cent at yearend 1990. During 
the first six months, market 
prices fell marginally from 26 
to 25 times earnings. 

The Malaysian Investors’ 
Association, a private body of 
minority. shareholders, notes 
that tin stocks have gained 43 
per cent during the six months 
although: tin prices are at a 
five-year low. 

Speculative’ trading and 
inconsistency, between the 
pressures cof demand and the 
limited ‘supply for stocks 
underlie this imperfection. Vol- 
atility is fed by local investors’ 
indifference towards share 
eamings dilution, by a con- 
stant flow of share swaps and 
by underpricing of new issues. 


Lim Siong Hoon 


Latent unpopularity: 


CHERAS, just south of Kuala 
Lumpur, is a densely populated 
suburb where every morning 
ears choke bumper-to-bumper 
for up to three hours along the 
only road leading into and ont 
of the city. 

Last year, the kilometre-long 
stretch which had been the 
road's bottleneck was widened 
by two lanes to six. Where an 
interchange was built, a toll 
gate was also installed. 

Days after toll collection 
started, demonstrations and 
riots ensued for three nights 
~ the first time in the capital 
ace the ethnic violence of 
1969. 

Residents had refused to pay 
the M$2 round trip toll fee, 
which they Page extor- 
tionate since the road was the 
only available one and since a 
daily trip | cost, in annual 
terms, 12 per cent of the aver- 
age income per head. 

The subsequent suspension 
of the Cheras tolls was the 
most visible setback and the 


first open challenge to the pri- 
vatisation pro of Dr 
prime 


Mahathir Mohamad, 
Tniniste! 


r. 

Above all, it highlighted 
some af the latent unpopular- 
ity with the way the privatisa- 
tion programme, now in its 
eighth year, had been imple- 


mented, 

“The lesson is that we need 
to pay more attention to the 
terms of the agreement,” says 
Mr Razman Hatidz Abu Zarim, 
executive director at Price 
Waterhouse which has advised 
on several privatisation pro- 


jects. 

But, in replacing the old 
agreement, the government 
also demonstrated its determi- 
nation to press ahead with the 

: toll collection will 
resume on September 15, 
almost exactly a year after its 
suspension, coinciding with a 
new, more intensive phase of 
privatisation. 

From 1983 to last year, 36 
state enterprises were either 
sold or restructured. During 


EPRIVATISATION 





1991 and 1992, some 60 or more 
are due to be sold, They range 
from abattoirs and airports to 
rice milis and shipyards. 
Scheduled for next May is the 
largest ever flotation, that of 
Tenaga Nasional, the electric- 
ity monopoly in peninsular 


In few other countries is pri- 
vatisation pursued with as 
much vigour as in 

A privatisation “masterplan” 
completed last year picked 245 
public enterprises and services 
across the spectrum of the 


economy. o 7 
They were classified into 
three categories: those to be 
Privatised within two years, 
those within two to five years 
and those that would take lon- 


One result of privatisation 
will be the transfer of M$7.5bn 


Strategic and International 
Studies 


It represents 18 per cent of 
the government's outstanding 
debt in 1987. 

Telekom, the telephone 

monopoly, is a case in point. 
After 25 per cent of the group 
was sold in 2 M$2.5bn flotation 
last year, Telekom cut its 
long-term debt virtually over- 
night by 63 per cent to 
M$L4bn. 


There are also claims that 
privatisation has created a 
market environment which has 
improved efficiency in, for 





The main reasons for privatisation are 
three-fold: relieving the government's financial 
burden, improving economic efficiency and 
growth, and meeting national policy targets 





equity, leasing, management 
contracts, licensin ga anage- 
ment buy-outs (MBO) and 
build-operate-transfer (BOT) 
arrangements — would affect 
almost 200,000 ctunloyees si 
estimated annual earnings 
M$L8bn. 


The enterprises are valued at 
M$16.3bn, although this total is 
questionable. 

The main reasons for privati- 
sation are three-fold: relieving 
the government's financial 
burden, improving economic 
efficiency and growth, and 
taeeting national policy tar- 


gets. 

The Jast refers to the New 
Economic Policy (NEP) of 1970 
to 1990, since recast as the 
National Development Policy. 

state-owned 


By 
assets to Malays, the govern- 
tment argues that it would help 


cent ownership of corporate 
equity. 


example, {Container delivery 
serie it is also said aa} have 
open new market seg- 
te, ach 98 pay-phones and 


maging eaten, privatisation in 
Malaysia seldom results in pri- 
vate control of the enterprises, 
since government contin- 
ues to exert considerable infla- 
ence over their operations. 

Major groups froupe such | as Tele- 
(MAS), the national catrier, 
and Malaysian International 
Shipping Corporation remain 
under state equity control. In 
order to raise air fares, to off-. 
set higher fuel costs, MAS 
must obtain permission from 
the government, 

The extension of the state 
into the affairs of privatised 
entities reflects the pervasive 
mixture of domestic politics 
and business. 


Where the state has no 
majority equity poreme ng. 
former civil servants and mem- 
bers of ruling political parties 

~- especially the United Malays 





National Organisation (Umno) 
— are often the preferred new 


OWHETS. 

The NEP, ait owe ee NUP 
are used as the justification for 
this. 


The lst of such privatisa- 
tions include: the build-oper- 
ate-transfer agreement for the 
M$6bn North-South Express- 
way; the build-operate conces- 
sion for TV3, a private televi- 
sion channel; the equity sale of 
Cement Industries of Malaysia; 
the equity sale of United Asian 
Bank, Malaysia's sixth largest 
bank; and the management 
bay-outs of Fima, the food and 
pockaging group, and Peremba, 


the property group. 
“Political accreditation is 


transparent 
cal patronage is rife and ques- 
tions have emerged about the 
valuation of enterprises. 
Sometimes, an enterprise 
a new team 
installed. 


combination of polii will, a 
large and available coaital sup- 
ply. niledraly low Minterost 


and “favourable” rates of 
on 
‘of the toll collec. 
tion at now reduced to 
M31, aiso showed the govern- 
Ment’s willingness to 


the face of a challenge to its 
programme. 

emeys in there remain 

. The Cheras 


gate is ie the’ only collection 
point, alt the same com- 
pany had built four other inter- 
changes, three of which are 
free while collection at the 


Heanwnile, bumper-to-bum- 
per traffic continues every 
morning in Cheras. 


Lim Siong Hoon 
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@i malaysia 


ENCHANIMENT WHEREVER YOU FLY 


For reservations, call Malaysia Airlines, London 


081-862-0800. 


Malaysia Airlines departs London 
daily for Kuala Lumpur, including 


non-stop every Monday, Tuesday, 
Wednesday, Friday, Saturday and 


Sunday. on the B747-400. 


Whenever you fly, you'll enjoy the 
genuine warmth and charm that 


only Malaysians can offer. 
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Korea,. Taiwan, Hong Kong and Singapore 
~ despi being ‘resource-poor, have breathed 
“301 mich ‘Bre on the economic front that they 
‘the Four Little Dragons or, In 
_ economi wiminology, Newly Industrialised 
Economies. 

More recently, the three resource-rich 
‘countrles-of the Association of Southeast 
Asian Nations (ASEAN), Thailand, Indonesia 
and.Malaysia; have been gaining Increased 
momentum tn thelr determined drive from 
farm to factory and beyond. In fact, they 
have already begun to be referred to as the 
Asean Tigers: ° 


Malaysia Booms with 10% GDP 
“Malaysia, as one of the Asean Tigers, posted 






a remarkable’ 10. per. cent growth in,1990,, As. .,. 
the Gulf crisis has shown, Malaysia's economy . 


is.probably more robust than any other in 
Asia. Not only is it resource-rich, but its wide-. 


programme.of economic. diversification - 


- ranging 

has also begun to have an impact. Commodities 
today account for less than 29 per cent of Gross 
Domestic Product while, at the same time, 
manufacturing has expanded significantly 
to more than 27:per cent.. 

Malaysia continues to attract foreign 
investors. because of its ample natural 
resources, political stability, strong infra- 
structure, quality of its workforce, and 
investment incentives, including. tax 
holidays. The nation's leadership has also 
announced Vision 2020, a national endeavour 


to-make ae afully developed country -. 





: Sim Darby Reflects the / 
Dynamic Progress of the Region 
in 1910, just about the time that President: 
Roosevelt was making his bold prediction, 
Scottish adventurer William Middleton- 
Sime and English banker Henry Darby put 
their names together to form a plantations 
company called Sime Darby. 
Today, Sime Darby is Malaysia's number 
one corporation, with widely diversified 


: businesses : and market capitalisation of 


over: US$2-billion. It is also the largest multl 





the Group Chief Executive - 


I hope we: have succeeded. dn giving you a a 


tour. de: horizon. of Asia:Pacific, Malaysia and 


Sime Darby. We believe it Is a glowing pictire, - 


because the underlying fandamentals, have 
always been strong. bg : 
What is the Secret of Sime Darby’ Ss Success? 


“The Sine Darby Group has greatly benefit- 
ted from the growth and development of 
the Asia Pacific region, which is not really 
surprising since we pride ourselves on being 
the Regional Multinational. That, of course, 
is not the only reason for the Sime Darby 
Group's success in recent years, and here I 
must give credit to the management staff 


for their professionalism in both planning 


and execution. We provide our staff with the 
best In terms of management training and 
give our executives. the responsibillty and 
the opportunity to show their worth, but we 
are - extremely demanding in our standards 


For further enquiries, please contact:. The Communications Department, 


and so far we have not been 
: disappointed in the response. 


_ In looking after shareholders’ 


. profits are real,.genulne, cash- 


our ways, though we may. 


two decades, the company 
‘structural transformation, 





“‘include_menufacturing; heavy equipment 
and motor vehicle distribution; property 











Ing. expanded rapidly is of! and 


gas because of Malaysia's rich resources in 
this area. 


- Regional Operations 
Ensure Strong Local Knowledge 
and Connections 


Sime Darby business activities are grouped 
to fit the nature of its diverse operations 
and broad geographic markets. 
The Group today comprises 
companies in 12 countries in 
Europe, the United States and 
Asia Pacific. To support its 
extensive trading and manufac- 
turing Interests in Asia, the 
Group has regional operations 
in Hong Kong, the Philippines, 
“Australia, Indofiesia, Brunei, 
Thailand and Singapore as well 
as Malaysia. 

Regional operations include diverse 
businesses, from natural resources to mass 
consumer products to commercial and 
industrial equipment and systems. 

In Hong Kong, Sime Darby markets a 
range of motor vehicles — including BMW, 
Ford, Suzuki, Alfa Romeo and Mitsubishi 
cars — and commercial vehicles. It is also 
involved in heavy equipment, engineering, 
property, insurance, finance and 
shipping activities. 

The Singapore operations include the 
marketing of BMW and Ford cars, Land Rover 
‘vehicles, heavy equipment, manufacture 
of packaging materials and marketing of 
.& wide range of consumer goods, as well as 


“property Management and consumer 


services Such as travel and car rental. 
Sime Darby also manufactures Sime 
Darby branded tyres with BF Goodrich as 


_the technical partner in the Philippines, 


and distributes Suzuki vehicles and 
motorcycles, manufactures furniture and 
assembles bicycles in Australia. 

The Group has a packaging manufacturing 
operation and owns and manages a com- 
mercial estate in Indonesia. In Thailand, 
Sime Darby has a significant investment in 
Insurance underwriting and owns and manages 
an insurance broking company. 


I must confess we are 
inclined to be conservative in 
our management approach, 
and whilst some may see this 
as a weakness, we believe in 
the trustee relationship and 


funds. The Sime Darby Group 


in-the-bank profits as reflected 
in our balance sheet strength. | 
We are not about to change 


start to become more acquisl- : 
tive as value for money opportunities 
present themselves. 

Sime Darby ts a regional Group, and we 
would like to continue to build up our regional 
presence and strength still further In new 
business ventures with new partners who 
have the technology and the resources to 
match our demanding standards. If you have 


Sime Darby Berhad, Wisma 





dice: sfully developed four other 
core businesses beyond plantations. These 


aaa nt: and insurance. A sixth core 

















Sime Darby Malaysia Region produces a 
wide range of high quality products for the 
domestic and export markets, and has 
agency lines in consumer products, electronic 
equipment, computers and engineering 


’ prodticts, It also offers services covering 


tfavél, securities, car rental and computers. 

The goal is to continue to strengthen the 
Group's presence in Southeast Asia and other 
Pacific Rim countries which offer opportunt- 
ties‘for investment and expansion. 


’ Diversification Strengthens 
- the Group 


Ta. the area of manufacturing, Sime 
businesses manufacture and market a 
broad range of automotive, earthmover and 
aviation tyres. This division (s Malaysia's 
largest tyre producer and the largest 
exporter of tyres in Southeast Asia. The 
aircraft tyre division has contracts with major 
alriines In the region. Earthmover tyres are 
exported to Europe, the Middle 
East and Asian countries. 

The automotive tyre division 
has invested in state-of-the-art 
precision equipment to make 
Sime’s technology among the 
most advanced in the world. 
The investment and Sime's 
affiliation with technical partner 
Sumitomo Rubber Industries 
of Japan allow the group to 
produce high-performance VR 
and ZR speed-rated tyres for 
today’s supercars. 

The distribution of heavy 
equipment and motor vehicle 
assembly are handied by Sime 
Darby subsidiary, Tractors 
Malaysia. The heavy equipment division 
distributes and provides product support for 
the complete range of Caterpillar heavy 
equipment, engines and lift trucks and a 
comprehensive range of agricultural, road 
construction and quarrying equipment. The 
motor division assembles and distributes 
Ford, BMW and Land Rover vehicles as well 
as Scania trucks and commercial vehicles. 
The company also assembles 
Mazda passenger cars and 
Suzuki 4-wheel. drive vehicles 

under contract. 

' Sime UEP provides the base 
of the Group's property develop- 
ment operation. The subsidiary 
has developed Southeast Asia’s 
Jargest township built by a 
single developer and is in the 
process of building industrial 
estates for modern ware- 
housing and light industry. 

Insurance services provided by the 
Group comprise general and life insurance, 
health and medical insurance, and both 
insurance and reinsurance broking. 

Plantations traditionally provided the 
foundation of the Sime Darby Group. Today, 
the organisation has 200,000 acres of 
prime tropical agricultural land under 





oil palm, rubber and cocoa. The Group has 
also moved into downstream activities, such 
as the refining and packaging of vegetable 
oils and specialty fats, and the manu- 
facture of dipped latex products including 
examination gloves and condoms. 

The Group has seen significant growth 
in its newest area of diversification, the 


either the intention or the 
desire to move into this region, 
I cannot believe you will find 
a better business partner than 
Sime Darby. 


What is Sime Darby’s Long- 
Term Strategy? 


Increased manufacturing 
is an aspiration for Malaysia 
and the other regional countries. 
In this respect, as the regional 
multinational, we would like 
to realise this aspiration but, 
equally importantly, we are 

S== concerned to see that any busi- 
ness venture we enter Into is a viable long- 
term project. 

For the future, we will also be increasing 
our efforts in seeking exports in overseas 
markets. Examples of Japan, Korea and Taiwan 
are there to remind us that exported growth is 
a powerful route to rapid economic expansion, 

and Malaysia has made a commitment to reach 


Sime Darby, Jalan Raja Laut, 50350 Kuala Lumpur, Malaysia. Telefax: 03-298 7398. Telex: SDMAL MA 30038 





oil and natural gas industry, through the 
deyelopment of exploration, design and 
fabrication capabilities. Major contracts 
for Shell, Esso and Petronas, Malaysia's 
national oi] company, have included 
fabricated offshore production platforms 
and jackets for Malaysian oil production. 
Sime Darby has fabricated and delivered a 
Jacket to the Qatar North Field Develop- 
ment Project in the Arabian Gulf and ts in a 
strong position to pursue opportunities in 
other overseas market 





Hands-on From Dunlop 
Tyres to BMWs 


The Group's high standards for quality, 
efficiency and integrity have led to joint 
venture arrangements and other business 
affiliations with organisations in Europe 
and North America. Its strong connections 
and presence in the region, coupled with a 
proven track record in finance, manage- 
ment and marketing, make It attractive as 
a business partner. 

A broad range of globally-recognised 
names have joined forces with the Group 
in the region. Of these, a number have 





taken advantage of Sime's knowledge of 
the region and extensive network. In 
addition to BMW, Land Rover, and Ford 
partnerships for the assembly, distribution 
and product support of their vehicles, the 
Group designs, manufactures, markets 
and distributes Chubb security equipment 
for banks and financial institutions as well 
as for the commercial and household 
sectors. Tractors Malaysia is one of the top 
10 Caterpillar dealerships in sales and 
customer support in the world. 

In a 50-50 joint-venture with the Michelin 
Aircraft Tyre Corporation, the Group 
manufactures high quality aircraft tyres 
for major airlines in Singapore, Indonesia, 
Australia, Pakistan and Malaysia. 
Michelin Sime Aircraft Tyre Company 
was the first 
company in the 
world to retread 
tyres for Boeing 
747-400 aircraft. 

Other Interna- 
tional business 
partners include 
Berger Paints 
with whom Sime 
has a technical 
agreement to manufacture and distribute 
paint; Rengo, Japan's leading packaging 
company; and the Inax Corporation of 
Japan which has a joint venture manu- 
facturing arrangement with Sime Darby 
to produce sanitaryware exported to 
the buoyant markets of Japan, Singapore 
and Korea. A Sime Darby-Hyundai 
joint venture company manufactures 
furniture for export markets around 
the world. 










developed country standards by the year 2020. 

Small countries like Malaysia can move 
towards achieving such a watershed for its 
people by specialising and developing an 
expertise in certain niche areas of manufacture 
or with certain specific products. 

Just as many people have been amazed by 
our capacity to achieve the success we enjoy 
today — as a company, as a country and as a 
region — there will be many who will be sur- 
prised by our progress in the future. Sime 
Darby believes in open, free international 
trade which will provide the opportunity 
and the incentive for world peace, progress 
and prosperity. The way forward ts clear, 
and 1 am confident that the opportunities in 
Asia Pacific are virtually limitless. 


Sincerely yours, 
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. GNP this year, compared 
M$400m in 1989. 


MALAYSIA is finding relief in 


- Dredictions that point to a 


deceleration from last year's 
real growth in gross domestic 
product of 10 per ae ter: This 
at is ee to see 7.5 per 


"*Denbledit growth rates 
could hardly have been sus- 
tainable -without worsening 
problems that stem from rises 
in inflation and the current 
account deficit. 

The official inflation rate 
stands at about 4 per cent 
although, according to some 
estimates, 6 to 7 per cent seems 
more realistic. The current 
account deficit stands to 
exceed 


MSSbn, or 7 per cent of 
with 


Despite double-digit rates of 
export growth, imports, mainly 
of capital goods, are rising 
twice as rapidly so that last 
year’s MS$4, Gbn merchandise 
trade surplus stands to be 
erased this year. During the 
first quarter, the account was 

MSi.8bn in deficit. 

Underlying these Sgures is 
the pace of expansion in the 
manufacturing sector, on 
which Malaysia's economic 
growth for the decade ahead 


depends. 

In 1985, manufactured goods 
accounted for 33 per cent of 
total merchandise exports; last 
year it was 60 per cent. Their 
share is targeted to reach at 


Lim Siong Hoon reports on the economy 


Slowdown in growth predicted 


Economic indicators 


GDP (% change) 
Agriculture (% change) 
industry (% change) 
Manufacturing (% change) 
Services (% change) 


Inflation(CPI) (% change) 


Merchandise exports (USSbn} 
{% change) 


Merchandise imports (USSbn) 
(% change) 


Trade balance (USS$bn) 
Current acc't bince (USSbn) 


External debt (USSbn) 
Debt service ratio (%) 


Souree: Aslan Deveiopment Bank 


1988 1989 1990 1991 1992 


65 68 84 35 87 
5458 37 30 30 
12.7 11.0 128 103 104 
17.6 120 15.8 13.0 13.0 
72 BA 88 93 95 


25 28 31 40 45 


209 248 267 327 376 
7A 19.1 156 14.0 15.0 


15.3 20.9 26.2 31.4 389 
28.4 36.7 25.0 20.0 24.0 


55 39 25 13 +13 
18 02 -18 -16 09 


20.4 186 15.5 15.0 15.0 
22.2 1446 114 65 680 


a 


Jeast 80 per cent by the year 
2000. 


The importance Malaysia 
attaches to the manufacturing 
sector points to the structural 
economic transformation 
under way. Between 1988 and 
1990, approved investments in 
manufacturing leapt 476 per 
cent to M$28.2bn; they are still 

‘This explains why the trade 
figures so far this year have 
seen a big jump in imports 

such as specialised equipment 
for factories and telecommuni- 
cations, floating structures and 


wt machinery. 
Japan and Taiwan are 


becoming Malaysia's biggest 
trading partners and it has 
incurred substantial deficits 
with them. This is predictable, 
since they are also currently 
Malaysia's biggest investors. 

Between 1980 and 1983, Tai- 
wanese equity in approved 
investments amounted to sev- 
eral million Malaysian dollars. 
Last year, it was M$2.4bn. 
Taiwan and Japan’s combined 
contribution accounted for 
two-thirds of the M$6.3bn in 
foreign capital. 

Backed by this influx of for- 
eign investment, capital forma- 
tion rose 63 per cent from 
M$23.7bn in 1988 to M$38.7bn in 


1990. Aggregate demand has 
been strong, as wages have 
risen, unemployment has 
dropped to 6 per cent, and con- 
sumption has turned brisk. 

Malaysia's dilemma between 
maderating demand and retain. 
ing its fast growth has largely 
been met by tighter contro! of 
the money supply while 
restraining rises in interest 
rates. In the middle of August, 
the central bank tightened 
monetary policy, pushing up 
interest rates in the interbank 
market, increasing banks’ 
reserve requirements, and 

loans for purchases 
of new cars. The measures 
were rtp Tein a rapid 
money supply growth an 
boost savings rate. 

At 43 per cent of 1990 GNP, 
the current account deficit was 
higher than Indonesia’s (i per 
cent) and Thailand's (4 per 
cent), It is worse than in Singn- 
pore and South Korea, which 
have surpluses. 

Net external reserves may be 
sufficient to finance just 3.6 
months of imports this year 
com! with 5.1 months in 
1988 although, in absolute 
terms, the reserves have risen 


annually. 

None of these difficulties are 
at crisis points, but they are 
putting Malaysia’s economic 
Management to the test - how 
it should tackle its current 
account deficits, particularly in 


services; its foreign exchange 
tate policy; and its tax and 
credit regime which tends to 
favour the manufacturing sec- 
tor and capital outflow. 
Domestic monetary mea- 
sures and a policy to promote & 
surplus in services, for 
instance foreign tourism, have 
been the main tools of eco- 
nomic management. Tourism 
last year grossed MS$4.5bn. Mal- 
aysia’s central bank, said in 
London to be an important par- 
ticipant in the foreign 
exchange market, netted 
M$4.1bn in offshore “invest- 
ment income”, or 30 per cent of 


total service receipts. 

Yet the results suggest these 
measures are inadequate. Sug: 
gestions have emerged in 
recent months that the tax 
Yegime should be altered to 
Promote retention of profits in 
Malaysia. It is also suggested 
that monetary policy shonid be 
adjusted to promote bigher 
savings, in order to moderate 
consumption and inflation. 

Slowly rising interest rates 
this year indicate that this 

may be under way. Over recent 
months, the Prize rate has 
risen by 1 percentage point to 8 
per cent, the highest level in 
more than five years. Further 
increases in interest rates are 
likely to be cautious rather 
than drastic, unless this year’s 
GDP growth surpasses the 
forecast of 7.5 per cent. 
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Fresh reforms are on the way 


THE Malaysian government is 
to try to reform its agricultural 
sector for the second time to 
prevent it from falling into 
severe decline. Failure to do so 
may carry political costs. 

’ Previously, government 
attempts to reorganise land 


ownership had-the effect of ~ 


fragmenting agricultural land 
and creating inefficiency. Now, 
the government is seeking to 
centralise management and 
return ownership to the pri- 
‘vate sector, 

Because of the growth of 
manufacturing industry, agri- 
cultural commodities are no 
longer the mainstay of the 
Malaysian economy. Over the 
past five years, their share of 
export revenues has halved to 
10 per cent while that of manu- 
factured goods has nearly dou- 
bie? te to 60 per cent. 

However, their economic and 
ae importance should not 
under-rated. Agriculture 
still accounts for 19 per cent of 


gross domestic product — only 
slightly down from five years 
ago - and 23 per cent of the 
country’s Jabour force. 
More than three-quarters of 
agricultural workers are 
far the largest pro- 
portion of any sector of the 
-economy. 
Malaysia gives substantial 
its farmers. Agricul- 


ding price support, cheap 
credit and the of a vast 
bares 


spending serves the gov- 

crameats income redistribu- 

Dn — boosting le 
of in ous Malays, or Bumi- 
putras, in the economy ~ and 
it also builds, in the process, 
strong political constituene 
for the ruling party, the 
Malays National Cana 


In the 20 years of the New 
Economic Policy from 1970 to 
1990, poverty was reduced from 


51 per cent of rural households 
to 22 per cent Jast year, accord- 
ing to government definitions. 

The strategy was exceptional 
in scope and resourcefulness. 
Contractors hacked out ser- 
viceable land from the fringes 
of jungle, planted seedlings, 
built houses, fixed the utilities, 
then handed over the keys. 

As many as a million people 
benefited from such schemes. 
They helped make Malaysia 
the world’s largest palm oil 
producer and helped to sustain 
Yubber output when commer: 
cial plantations were retreat- 

from the business. 


, state-sponsored farms 
and other smallhoidings 
account for nearly 70 per cent 
of rubber output compared 
with 44 per cent 20 years ear- 
a fb freer ore 


Tat of Gl putes ail Us er ea 
of cocoa. 

foo created, however, elar- 

ig differences in yields, pi 

aeetivity and cost levels 
between basiness-criented 
plantations and subsidised 
State farming. It also pushed a 
new class of farmers into the 
vagaries of the world commod- 
ity markets where the influ- 
ence of the Malaysian govern- 
ment on demand and prices 
was greatly limited. 

Foreign trade policy, backed 
by promotion missions in 
China and the Middle East, 
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was called in for support. 

But rubber prices, in real 
terms, are at a five-year low, 
the palm oil price boom during 
the early 1980s has long dissi- 
pated. 

And the consequences are 
Teflected in farm incomes. Rub- 


ber growers' net monthly aver- 
age income dropped 33 per cent 


ELECTRICITY 
OLEOCHEMICALS 


Production of main agricultural commodities 
(in thousands of tonnes) 


1985 1986 1887 = 1988 1989 1990 
Rubber 1.470 1,539 1,679 1,662 1,422 1,291 
Crude palm ail 4.133 4,544 «4,533 5,030 6055 6,005 
Palm kernel 1.212 1,336 1,911 1,413 = 1,704 1,845 
Sawlogs' 30,956 29,869 36,149 37,728 39,709 41,000 
Sawn timber‘ 5650 5424 6222 6684 8,322 8,900 
Cacoa 108 132 m4 225 250 262 





RATTAN 
RUBBER, TEA 


SURGICAL 
GLOVES 


CATHETERS 


FINANCE FOR 
_ INDUSTRY... 
oo Working in Malaysia 
since 1948 and still 


looking 


for more ways to 


invest in the future. 


BRITAIN INVESTING IN DEVELOPMENT 


COMMONWEALTH DEVELOPMENT CORPORATION 
: LEVEL 2, WISMA TONG AH, | JALAN PERAK, KUALA LUMPUR 
‘BO, BOX 10494, KUALA LUMPUR. TELEPHONE: RUALA LUMPUR 2613083. 
‘TELEX: MALAYSIA 8066. FAX: KUALA LUMPUR 2611162 


ONE SESSBOROUGH GARDENS, LONDON SW1V 23Q 
‘TEL: O71(+441) 888 4488, TELEX: (+51) 21431. FAX: O71 (+441) 828 6505 





from 1988 to M$483 last year; 
oil palm farmers were ree 
off, incomes falling 50 per 
cent to M$438. 

of bureaucratic mis- 
management and corruption 
have grown. 
The government's view, how- 
ever, is that the system is inef- 
ficient. It contrasts the situa- 
tion the farmers face to that of 
the plantations — the system 
organised by British colonists 
to keep down costs, introduce 
high: crops, centralise 
management and achieve high 
productivity — which have sur- 
vived equally tough times. 

Individual land titles were 
once handed out as an incen- 
tive to improve productivity in 
state farms. But the govern- 
ment now argues that chang- 
ing property rights risks frag- 
of scale and central manage 

and central manage- 
ment are crucial to greater effi- 
ciency. 

it now proposes to consoli- 
date the individually tenanted 
farm holdings under private 
corporate entities, with up to 
49 per cent of equity to be held 
by farmers themselves. Who 
holds the remaining equity is 
unclear. 

Because the concept is mod- 
elled after a plantation owner- 
ship structure, Ht is probable 

existing plantations may 
be given control in return for 
fresh investments and for run- 
ning the farms. Mr Ghafar 
Baba, the deputy prime minis- 
ter, last year called for private, 
including foreign, investment 
to support the changes. 

Any acceptance of foreign 
investors into the reforms will 
bring full circle Malaysian 
estate land ownership policy, 
which was hostile towards for- 
eign control a decade ago. 

The clearest indication yet 
that a policy reversal may be 
imminent came in June when 
Aarhus Ollie, the Danish vege- 
table refiner, bought 19 per 


Mes: 
1987 





4988 


1990 





cent of United Plantation from 
Fima, a state-owned food group 
since privatised under a man- 
agement buy-out. The stake 
gives the Danish 32 per cent 
equity control and a combined 
foreign shareholding of more 
50 ger cent, a 
io official explanation 
emerged from the transactions, 
suggesting that the govern- 
ment may be moving discreetly 
on a sensitive issue. It may 
also need to weigh its asset 
redistribution policy against 
the need to back up reforms by 
accommodating big companies 
at home and abroad. 
There are otber 

reasons for change. Output 
may decli 


ioe actor for land, labour and 


a the past, oo output was 
raised primarily by opening up 
more land. Now, this is nearly 
exhausted. Labour, too, is in 
short supply, with migrant 
workers, ly from Indon- 
esia, inoreesingly to be found 
in Malaysian agriculture. The 
thrust of government spending 


a ee 
fore be on itaproving pro- 
ductivity and infrastructure. 


Lim Siong Hoon 
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Despite five years of export controls, world tin stocks still remain high 


MMINING 





Recovery prospects 


remain dim for tin 


THE PROSPECTS for a fall 
recovery of the tin 
after the 1985 collapse in 
world market prices of the 
metal. 


Over the past year, Kuala 
Lumpnor tin prices Tave seldom. 
risen above MSI M$15.50 a kilo- 
gram compared with the 1986 
average of MS$15.49 and fast 
year’s M$16.50. 

In an address to miners ear- 
Hier this year, Mr Lim Keng 
Yaik, minister of primary 
industries, emphasised that 
the present slump was worse 
for the industry than the 
period immediately after the 
price coliapse. “There is a 
limit to our cost reduction 
efforts, and we have reached 

imum levels of costs reduc- 
ion,” he said. 

Malaysian output in 1980 
was 61,400 tonnes, the world’s 
largest. At M$28.90 a kilo- 
gram, tin earned M§2.5bn as 
the country’s fifth-largest com- 
Mmodity export earner. The 
industry employed 39,000 peo- 


ple. 
A decade later, employment 
had dropped to $,000, produc- 


Son tad fallen by about bait.) <°by 
and earnings were down by 
two-thirds. 


This deterioration is offi- 
cially recognised. Under the 
Sixth Malaysia Plan of 
1991-95, unveiled in June, the 
government expects produc- 
tion to drop from 29,000 
tonnes last year to 23,000 
tonnes by 1995. At the forecast 


down by 20 per cent from 

Measures such as a small 
degree of tax relief have been 
introduced to prevent the 
industry from terminal 
decline. But most government 
attempts are interna- 
Hionaily rather than at home. 

The Association of Tin Prod- 
uciag Countries, grouping 
Australia, Bolivia, Indonesia, 
Malaysia, Nigeria, Thailand 
and Zaire, is essentially a 
Malaysian initiative to controj 
the flow of world supply in the 
hope of influencing prices. 
However, after five years of 
export controls, world stocks 
remain high - at about 45,700 
tonnes last December. 

Malaysia's diffienlties in 
improving the domestic indus- 
try by influencing the world 
market stem not simply from 
the io ica Peronh now | 
world’s cer, an 
China in the ATPC. Malaysia 
has been unwilling to devote 
more resources — for example 
by heeding miners’ requests 
for jouer land taxes — to 
search for high-grade ore in 
order to produce at costs com- 
parable to those of Indonesia 
and Brazil. 


In oil and gas, the oO 
main exploration activity, the 
situation in bra fh 7 plat 

as ry 
ap its crade oil production, 
especially over the past 
decade. It has risen from 
275,000 barrels per day in 1980 
to 622,000 b/d last year. 

Petroleum, as the US 
Pabaus?, in Kuala Lumpur 

im a recent report, “is 
not the key to Mataysia's econ- 
omy, although it is a welcome 
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and a strategy to promote it as 
a domestic raw material 
resource. 
In the past, Malaysia 
its low sulfur crude 
at a premium while it 
imported cheaper Middle East 
ot! for local consumption, This 
is changing: imports have 
fallen 81 per cent between 
1980 and 1990 as local refiner- 
ies process more local crude. 
While crude output has risen 
by 126 or cent during the 
exports rose by 29 
value terms, 


ay ome te 
actial fell by 19 per 


exports actial 
cent. 


Energy demand, meanwhile, 
is is sing more rapidly, at a 
forecast rate of 9.5 per cent 
annually from 1991 to 1995 
er cont 


refining 
d when the Malacca 230,000 b/ 
“Fatty rely sen 
early e . 
Malaysia attempted to con- 
serve its crude through a 
National Depletion Policy. But 
the policy gave way to a nom- 
ber of events, including a deep 
recession in the mid-eighties. 
Since 1987 it has given oil 
companies better terms under 
its production sharing con- 





Asta’s electricity market Is 
potentially thre most dynamic — 
and the most complex — in the 
world. Power in Asia, the twice- 
monthly newsletter from the 
Financial Times, will help you 
tackle the Asian challange 
through regular, in-depth and 
often inside examinations at: 
PROJECTS: The privatisation of 
power utilities is moving forward: 
national energy policies are 
analysed and opportunities are 
examined, 


EQUIPMENT: Wester suppliers 
are gearing up for a share of the 
$180bn In expected orders for 
the 1990's. Their strategies for 
success are scrutinised, 


FINANCE & AID: The World Bank 
estimates some 250,000 MW of 


new capacity will have to be 
added to the ragion. Power In 


POW ER tN ASIA 


tract in order to raise the level 
of reserves. As a result, 22 con- 
sortiums have joined Exxon 
and Shell in obtaining 26 con- 
tracts; drilling activity rose 
from 70 exploration and pro- 
duction wells in 1988 to 145 
last year. 

Even so, present reserves of 
about 3bn barrels would be 
depleted by the turn of the 
century without any addition 
to reserves. Over the next five 
years, the official production 
target has been set at 630,000 
barrels, near present levels. 

Thus, natural gas is gaining 


‘Importance’ as an alternative 


energy source. as a source of 
foreign exchange, and as fue} 
and feedstock for a Tamber of 
steel, aluminium and petro- 
chemical plants now eng 
or under 
At nearly §7 trillion stan. 
dard cubic feet currently, Mal- 
aysia’s gas reserves are the 
13th largest in the world. 
Annual liquid gas exports are 
expected to rise by 11 per cent 
over the next five years. Off- 
shore gas will be drawn into a 
780km peninsular pipeline 
beginning next year. Oil-fu- 
elled power plants are cur- 
rently being converted to 
Teceive gas. 


Lim Siong Hoon 
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YSTAIS ¢ T is in fi i i parties rshi 
TAS comonte wctor The corporate sector is in fine health, writes Alexander Nicoll parties in ownership of compa 
may be expected in a country . exer a Saas a 
er samaae poll Ener a wThe Uaiee ited Malays National 
a ; Pi ys Nat 
“ _ to \" " 
genres Heady atmosphere prevails 22-2 
Consumer products, prop- ‘ ae stu of these Inks by Mr’ 
erty. , sugineering, ing a strang corporate base plan up to 1995. Of contracts st He must offer 36 per cent of the prime minister, has criticised mtu thse Uns by Me 
commanications and other the future. the pest opr t under way, the biggest shares to investors, the trend of Bumiputras to sell the University of Malaya 
tal. climate is crea for the constuction and ‘There are a mumber of shares for quick profit and argues that political links with 





in of the north-south share swaps other corpo oe them that they must business have produced favour- 
- Fate restructurings. manage ete wealth itism through government 
Although the NEP has been and risk thelr capital in the patronage - especially in pri- 
will algo replaced by the National Devel devel of businesses, and vatisation - and conflicts of 
contracts opment Polley - which can- that expect gov- interest, and have probably 
tains vo specific targets for ernment polfcy always to encouraged corruption. 

’ For Malaysian businessmen, corporate ownership - the favour them. Government-owned agencies 
Pur- operations. Political connections and clout bodies which oversee capital _ Bankers support. 3 a push have been abused for the bene: 
The question of what will are virtually essencial for suc’ market transactions still now also adopted as govern- ase of Paue 

cess, This is true not only for expect the same proportions in ment policy ~ to create a one 

ompanies gorking individual deals. They are stop oe Commission, 
for expected to issue new guide replacing the two commitices 
. lines soon. amd may relax their and the heglaty rat Companies. 
. a 4 rtages in provide a severe test of compa- bankers admit that positions somewhat. They believe that as well as contributed to productive busi- 
some ares and. wage pres- les. " eclency and manage- much of the capital markets | These bodies are the Capital removing several Tevels of messes under its control. 
i it transactions they handle are Issues Committee (CIC) and bureaucracy, a commission er, the party has been pri- 
1 Heit notable that despite gov ‘ttle more than h papershuf- the Foreign ieee a ae take a 2 positive re 3 macy ae in capturing 
ernment-sponso! with litedle devel. mittee. ca market devel Malaysia's cap’ per weal transferring 
boost business ~ be aperored developing one source to 


Malay business - there nies’ operations. by the CIC - and good political It would also ae btain quick prof: 
~ the: . - t assume powers er to ol ic: - 

trans- remalns a dearth of genuine The strictures of the New connections are very hetpfal in a its.” : 
: owner. obtaining apesavel: bankers to prosecute for malpractice in Last year, many of those 
the markets. widely seen as “Umno compa- 


= “y 
nies involved in constructing ustrial col y The CIC must approve all The desire for a powerful, nies” were regrouped into 
the nation’s infrastructure. entreprene and manege- tra with 40 per cent owned by details of a transaction before independent-minded regulatory Renong, which was trans- 






infrastructu! are 
ng thoes to. have been economic 
ise wall, in sddition to by heavy 









ost “significantly, Mr 
Gomez says, ive. 
ment in business has not really 





veriment and business. 
this day comes, it will 














Maanwhile,. other companiea skill, Chinese or Indian interests and it can be launched, including has been spurred by complex trans- 
are riding on the back of Many of the biggest compa- 30 per cent by foreigners, have share prices. Brokers say that long-standing Pewicling actions into a conglomerate. 

income nies rely on ving companies very vulnera- many new issues are under- rumours of insider Dr Mahathir insists that 

spending created by the government's business. In bie transactions priced, leading to vernment has prom- Umno owns no companies, 





to quick The go 
cular, the growing need to for the short-term gain of especially for the Bumiputra ised full “investigations but although he says that compa- 
- shareholders rather than the investors who receive shares there have been few chargesso nies may he run bi by people 
to 


sector remains somewhat in structure to match the growth Jonger-term interests of the as of right. 
a shadow over “Politics in Business: UMNO's 


far. 
the doldrums, .refecting poor of manafecturing industry has At present, foreign investors Also casting 
world prices for the main already been the source of The NEP is also a good cannot subscribe to the corporate sector as a Corporate Investments, Forum 
export commodities, palm oll and. source of business for banks and so must buy sbares later, later, whole — especially since the Kuala Lumpur, 1990. Also by 
and rubber. . and brokers. Many deals have creating ready buyers for the economy is becoming more Mr Gomez, Money Politics in 
7 Malaysia still as sont some way spending targets for the been generated directly by the qq sellers. deve! i the Barisan Ne , Forum, 
to go, however, towards build. recently published five-year NEP, as compantes going pub- Dr Mahathir Mohamad, close involvement of political 1991, 























the worlds newest tax haven is in the 
heart of the worlds fastest t growing region. 


Banke have been doing well: Malayan Bank head office 
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Malaysian 1 life. It controls, 
among other 


tance among stockbrokers to 
research on the com- 





Zainnddin, former finance min- 
ister and still treasurer of 
Umno. Mr Halim Saad's wife is 
also a member of ‘the ave: 
strong 

Until last year, Renong was 
a small, Josa-making property 
company. But by a rapid series 
of takeover deals it wag trans- 





* another series 0! deals this 


year. 
Last year's ‘transactions 
necessitated a” 238-page pro- 
. and this: ee years & fur- 
ther 98 ‘pages, What it calls its 
stable now includes more than 
100 operating companies, 
including nine with stock 
exchange listings. It has only 
27 staff, according to 


Prospectus. 
Mercliant bankers. see i 


" “vith long experience 
‘with Jong ots rend: “We view 


these companies with a great 


deal of suspicion. They are a 

terror to analyse. Defunct com- . 
= change overnight. Stock 

rices are pumped up and then 
deflated. A lot of transactions 
are paper transactions when 


second crossing to Singapore. 
UEM owns half of, and 
Renong has an stake 
in the other half of, Projek 
Lebuhraya Utara-Selatan 
(Plus), a specially-es 


tainin; 
the right to collect tolls. 
As an example of the rapid 


- changes in ownership within 


the group, Renong itself last 
year acquired 2 50 per cent 
holding, via investment hold- 
ing companies, in Plus. at the 
. Same time. it acquired a 2 per 
cent. direct interest in UEM, 
aa a 30.5 per cent interest in 


via associates. 

‘After this year's transac- 
tions, Renong had a 32.5 per 
cent stake (since increased) in 
UEM in order to benefit more 
directly from UEM's profits; 
Renong also sold its 50 par ca 
stake in Plus to Faber, er 
financial troubled group with 
large interests in ‘property and 
hotels, which it simultaneously 
gained control of. Faber thus 
has a share of the tolls, and 
Renong bas an extraordinary 
gain of 

Project management’ has 
been contracted to another 
UEM subsidiary, 
and UEM also controls Cement 
Industries of Malaysia as well 
as other engineering. equip- 
ment and supplier companies 
involved in the highway pro}- 
ect, Another Renong associate, 
has the contract to lay fibre 
optic cables along the highway. 

Renong has forecast t pre-tax 
profits of MS$175m to $185m for 
the year ending June 1992, 
compared with an estimated 
M$i5m to for the year 
ended June 1991, negligible 
profits in the previous year 
and onset for several years 
before that. 

Although Renong is strongly 
placed for profits growth, the 
investment community will be 
seeking evidence of ge 
management, a sim; 
hare without more asset-shuf- 

transactions, and reliable 


records for companies in 
the seen before relaxing its 


pecans of the strong polfti- 
cal orientation of the group 
- winning ore ee con- 
tracts and operating press 
media friendly to the govern- 
ment — investors would also 
need to be sure that political 
developments would not upset 
its progress. 


Alexander Nicoll 









fax it to: 
Director, Industrial Promotion 
Malaysia's achievements Division, Malaysian Industrial 
come from political stability, ae i 
prudent planning, an 
excellent administration 
system, a strong sense of 
economic direction and a 
a : vigorous industrial 
Shipping and air routes = of the Asi. “Pacific region development programme. 
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and assurance of ee 
confidentiality. : 
Labuan, the world’s newest 14 
International 4, 
Financial Centre (OFC), 
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 stretehing into many areas of to Si achieved a GDP growth of 


10% — one of the highest 
in Asia. 
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Mahathir’s target: a developed country by 2020 


Dr Mahathir Mohamad, Mataysia’s prime minister for 
the past 10 years, answers questions in an Interview 
with Alexander Nicoll 





FOREIGN AFFAIRS 


Q: What is your view of Apec (Asia 
Furie semi ne a 
recently-form grou volvin: 
East Asian and North American . 
countries as well as Australia and 
New Zealand)? 

PM: Apec is an association of coun- 
tries of the Pacific Rim — not all, 
some ~ which is formed in order to 
help them 2. interact with each 
other - maybe have a programme 
that will help some of Jess pro- 
gressive of the Apec countries. Apec 
is not meant to be a grouping that 
will negotiate international trade 
with other groupings. it is merely 2 
grouping that will work with each 
other in order to promote better 
co-operation and help especially the 
less developed countries with exper- 
tise, with training programmes, etc. 
So that is the function of Apec 
which is confined to the members. 
It does not interact with other 
groups. 


Q: Does that mean that it does not 
exclude the possibility of other 
groups from being formed? 

PM: No, obvionsly ft does not 
because in the Apec group there is 
already the Asean (Association of 
South East Asian Nations) group. 
then there is Nafta - North Ameri- 
can free trade agreement between 
Canada and the USA and, of course, 
eventually with Mexico, maybe 
even other countries. So it is quite 
possible for the members of Apec to 
belong to other groupings. 


@: And you consider that other 
groupings in this region are 
Tecessary? 

PM: Yes. These other groupings 
have got different functions. So, 
each can y on with the function 
that is specified, specific for that 
grouping. 


Q: Are you happy with the progress 
of your proposal (for an EAEG: 
East Asian Economic Grouping) 
and the proposal for an Asean free 
trade area? 
PM: Well, some day it (the free 
trade area) has to come about. I 
suppose for the Asean. That's con- 
fined to the six countries, members 
of the Asean group. A free trade 
area is not going to come along very 
soon because there are many prob- 
lems faced by us including the fact 
that we are competing economies. 
We produce practically the same 
things and for that very reason our 
trade is orientated outwards rather 
than inwards, 

Trade between Asean countries is 
very small. We like to increase it 
but there is a limit. Obvious! Mal 

aysia cannot sell rubber to 
esia or Thailand, because they are 
producing rubber and they are sell- 
ing their rubber outside of Asean. 
But there may be some items that 
we can complement the other, then 
we can do trade there. 


Q: What about EAEG? 

PM: The EAEG is not a trade bloc. 
It is merely a forum which will 
bring countries of East Asia 
together, The reason why it's con- 
fined to East Asia is because there 
are already similar the 
EC for example and America itself, 
even without Canada. 

Normally in international negoti- 
ations on trade, whether we like it 
or not, the concentration is on the 
conflict between EC and America. 
Small countries attending this Gatt 
meeting receive scant attention sim- 
ply because we are not big enough 
In order to draw attention to our 
problems, it is necessary that we 
have a bigger grouping. Not a trade 
group or anything like that, but just 
a forum. And if we have a forum, 
before any international negotiation 
we can meet and formulate common 
approaches, 


THE FAR EAST 


HONG KONG °¢ TAIWAN * KOREA ¢ CHINA * JAPAN * VIETNAM 
BRUNEI * SINGAPORE * PHILIPPINES * THAILAND * INDONESIA. 


Dow that is ot auth a raze thing. 
For example the Cairns Group, in 
aetch the US is also a participant. 
but it Is confined to agricultural 
products and they put up a common 
front. So I don't see why we cannot 
form a group that is geographically 
defined and yet have certain simi- 
larities. Certainly this geographical 
definition would not include coun- 
tries which already have a geo- 
graphical grouping of their own. 


Q: And not countries on the other 
side of the Pacific? 
PM: Yes, Canada, America. 


Are you happy with the 

that your proposal has made s0 far? 
ee ns ae ete lies 
some reservations about it. 

PM: Yes. The reservation really ts 
because there is a distinct fear that 
this is ae liked by Hs US. eatin 

ctor it is hol 
it back. 1 thinitt Sse US were. 6ey 


@: And what do you think are the 
chances af the US saying Yes? 

PM: We have tried our bet ” 
explain. We have explained thai 

is Gatt compatible and it is not i 
trade bloc, it is not even anywhere 


Q: What is your opinion of Japan’s 
that security 


Caneeie (an annual 1 meeting 

between Asean foreign ministers 

fate partners ~ US, EC Jape 
le ers " 

Canada, Sonth Korea, Australia 


New 
PM: We teal that while we can dis- 
cuss security matters in the PMC, it 
should not be an exclusive Wigs 
for security. It can be one of the 
subjects that we will discuss. If the 
PMC is used exclusively for security 
matters then it would look as if it is 
a sort of alliance, and that is what 
we are trying to avoid. 


@: As long as it is not exclusive, 
you are not it? 
PM: We are not against it. 


@: Do you think that is in fact what 

will happen? 

PM: T so. It is quite impossible 

to make ane bat an Bape 
‘ouping ly because there's 

Shins and Ri masta on the 


door. One day they will be dialogue 
partners, then the PMC will include 
them. If we are going to say, that 
oe ee ee 
, We are assuming y are 
to be the enemy. And we 
not like to define anyone as 

the enemy. 


SOCIAL AND ECONOMIC POLICY 


@: What are the main differences 
between the National Development 
Policy (NDP) and the New Economy 


cy 
PM: There is not very much differ- 
ence. The reason for that is because 
we, after a thorough asses- 
ment, feel that NEP was a good 
policy and it has achieved its objec- 
tives, not fully, but it has done so in 
the context of stability and eco- 


nomic growth. 
We feel we have a winning for- 
mula and we don't think we should 


tra would become meaningless if 
they had no skills to manage their 
wealth, It will fritter away, i¢ will 
go back to the ai and we have 
seen this happenin; 

We take a lot oF trouble to allo- 
cate to them (Bumiputra); shares 
and all that. They buy the shares 
and when the shares appreciate 
they sell off the shares and they are 
not in possession of the amount of 
corporate wealth they should be 


having. So our focus now is on skill- 


development, skill to manage 
wealth among the Bumiputras. 


Q: How do you think that can be 
achieved? 


Pa: A lot of exposure, more train- 
ing, more selective allocation. We 
go back to their track records, per- 
formances and atrange increasing 
training fecilities for that 


gi Management school, basically? 

PM: Management school. As a mat- 
ter of fact we have founded a uni. 
versity totally devoted to manage- 
ment because we feel that 
Management ts one of the most 
important skills that the Bumipu- 
tras, or for that matter Malaysians 
should have. The university is not 
Meant for Bumiputras alone. It is 
open to everyone. 


G:F was quite struck by some of 
aon Gntron, sclng Ths Nottonal 

a fai 
Development Policy) that 
Bumiputra cannot expect economic 
policies always to favour them, 
that their influence in the 
government may diminish and the 
government may no longer be 
willing te formulate policies to help 
them. They § - qaite strong words 
are they not? 
PM: They are and we believe in 
what we say. We feel that no group 
should depend upon political 
patronage. It is not a durable thing. 
But if we have the skill to manage 
our wealth, it doesn't matter who is 
in charge, they are going to suc- 
ceed. That is why the stress is more 
on their skills, to manage rather 
than political patronage. 


POLITICS AND BUSINESS 


Q: There Is close linkage between 
political affairs and business 
affairs, and a degree of patronage. 
Do you not feel this is @ dangerous 


impression to give? 
PM: No. When we say patronage, 


nage. 

Patronage does not mean that 
you give special consideration to 
your friends. But obviously you 
have to favour Bumiputeras in 
order to give them a chance. There 
is no way they can compete 
people who are much more 
than themselves. So to that extent 


help everybody; because we feel 
that the job of government is to 
help the private sector succeed. 
Because when they succeed then we 


fail, this country cannot develop. 

We believe in the free market sys- 
tem; in private enterprise. And gov- 
ernment must help private enter- 
prise. Whether they are Chinese, 
Malays or Indians, it doesn't really 
matter. 


@ Nevertheless there seems to be a 
bit of a cloud hanging over things. 
There are allegations over insider 
trading. Last week a minister 
announced that people were to he 
charged the next day on insider 
trading. But then nothing more 





was heard. 

PM: No, it just shows that the gov- 
ermment will take action. It is the 
government which reveals all these 
things and we will take action 
against anybody who does anything 
that is wrong. 

A minister may make an 
announcement that the next day 
somebody is going to be arrested. 
But it is not the minister who 
decides on the arrest. It is the peo- 
ple who are conducting the case. 
They will have to have the right 
evidence and reason for takin: 
action. On that we have no contro! 

But as far as we are concerned, 
something wrong has happened and and 
it is up to thea authorities to tak 
action’ If we were to direct how it 
should be done, then that will be 
interference with the process of Jaw. 


Q: Are you com ly unconcerned 
then about any between Umno 
(the ruling party, United Malays 
National and 


business? 

PM: We have no links with compa- 
nies. But there may be people wi 
are sympathetic to Umno who are 
running companies. That we cannot 
help. There are companies which 
are sympathetic to the opposition. 
We do not accuse them (the opposi- 
tion) of rmming companies. We are 
quite definite that we have no busi- 
ness involvement as a party. 


THE ECONOMY 


Q: The government has been very 
in ing foreign 
investment. How concerned are you 
about the degree of technology 
transfer and skill transfer? 
PM: We are concerned but we are 
also realistic about these things. 
Technology transfer can take place 
if there are recipients capable of 
receiving the technology. And we 
don't have that many people whe 
are trained to learn and utilise that 











Technology transfer: “Wa don't have that many peopla who 
are trained. .. So we are going to be patient about it" 





technology. So we are going to be 
patient about it, 

We have learnt quite a lot of 
things definitely since there has 
been a lot of foreign investments. 
But if we cannot absorb all the tech- 
nology now, we will absorb them 

iter. 


Q: What is the overall state of 

Majaysian industry at the moment? 
PM: I think we are doing very well. 
Obviously economic growth is high, 
much higher than most developing 
countries. There is every evidence 
of prosperity in the country. There 


not concerned of the 
posi of te overeatng a 


PM: We mn monttor these things ve! 

carefully and we hope to be able oD 
anticipate any tend towards 
high ition, tae much imports 
etc, For example, if we notice that 


wil immediately increase the tak 


VISION 2020 


Q: Can you explain Vision 2020; 
what it is and its purpose? 

PM: What we say is that by the year 
= should be a developed coun- 


The natural thing for people to 
assume is that we should have a per 
capita income that is the same as 
other developed countries. We are 
not looking at per capita in income 
alone, We are thinking of the qual- 
ity of life. We want to retain our 


culture. We want to retain our fam- 
ily system, we want to retain the 
values we have. We don't want to 
be too hedonistic and forget our 


not displace our values, we will 
have to educate the people as to 
witat we mean by a developed coun- 
try. It is quite meaningless to have 
a per capita income that is 10 times 
what we have now. It can be 20 
but at 
living 


ie 
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We will have to have a political 
system that is stable, that will con- 
vince investors, both domestic and 


the: it. 
Werwant to ensure that the edu- 


have to help rll 


Q: Is it necessary to have a big 
increase in Malaysia’s popuiation? 
PM: Whether we like it or not there 
is going to be a big increase in Mal- 
aysia's population. As you know 
our policy is to have 70 million peo- 
ple by the year 2100. That is govern- 


But we feel that 8 the country 
becomes more industrialised, more 
urban people, there will be natural 
tendency to reduce the rate of 
growth. So if we increase at the 


tions during which hundreds, thou- 
sands of people are killed, the econ: 
cany diareed, people are Po, and 


Tuat That kind of thing will happen if 
we have weak governments. A 
strong government cam ensure sta- 


bility, provided of coursa the strong 


vernment is conscientious and 
Sedicates itself itself to dolng the right 
mines, Strong ts which 

are oppressive are not what we are 

after, But that will not happen 
becatisa there will be elections and 
people will have the chance to 
replace the government that has 
lost interest in the people. 

So te, i eae ee 
appreciat ng go’ 
aa think that at our stage of devel- 
opment we need strong govern- 
ment. There may come a time when 
we are fully developed in which 
case governments are actually 
superfluous as in some society. At 
that stage maybe we can have a 
weak government, but not now. 


Give wil ot bea great deal of 
not be a greai 
For examiple, the 


Watan, Rocket, several Chinese 
newspapers, newspa- 
pers and also a number of Malay 
mesquite newspapers which have 
thee written anything good about 
the government. They are full of 
scandals. 


read only the Straits Times, at the 
most the Star. And lke all coun- 


ity is no longer there, so it 
would seem that I 


that I have not done habe. 
My disappointment perhaps is 
people are so gullible and refuse to 


Choose any of our daily flights, including 6 
non-stops, from London to Kuala Lumpur, 
Malaysia's capital city. And from there a 
convenient connection on over 300 flights 
weekly to the Far East. 
nee staying awhile, then enjoy the best 


value-for-money packages on the Malaysia 
Stopover, Golden Holidays and Discover 
Malaysia Pass. 
Wherever you fly to over 80 destinations, 

ou'll experience the genuine warmth and 
charm that only Malaysians can offer. 
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aes teeip Qk : A . MALAYSIA has assumed 2 among Malaysia's parmers in sia and four other countries 
& Strong 2 dake  .. 8a : uew assertiveness in its con- Asean. It has helped to expose ay claim to the Spratly istands 
JOR essise the eo : : duct of foreign peiicy. Over the internal jealousies within in the South China Sea, 2 
But tha® tay % : Z et past year, it has spawned a Asean and confusion about its region which is said to contain 
re wi Mar 4 ‘TRIUMPHANT headline.in resilience and determination, of the majority, and that the | series of initiatives, most nota- future role. oil and gas as well as fish. As 
ME grees MU hy Dot pe the New Straits-Thnes‘in July . not at all dimmed by 10 years indi does have the | bly for 2 proposed Other Asean members have countries move towards deeper . 
ace rhe Dave the bag Prgained: “Move into heavy at the head of the government. right to act if the majority are of Asian countries. shown themselves lesa willing waters and away from the 
Merges, Cover, tat ustries was -Fght, says It also shows that he remains, i that what is; Dr Mahathir Mohamad, than Dr Mahathir to irritate depleted continental shelves, 
» fap ED the ete as WBN ott a Gespite the assurance rovided right for developed countries } prime minister, vis- the industrialised countries territorial disputes would tend 
erat conga 4 ‘Dr Mahathic Mohamad was by long tenure of office, very is not necessarily right for | ited three South American upon whom they depend for to loom large in the future. 
Strong We 7 speaking 35 the $00,000th.car sensitive to criticism. developing ones, he is fiercely | countries under the of investment, exports and secu- The Malaysian peninsular con- 
ant aut at the ‘ rolled off the Proton Saga pro- At 65, he has survived critical of western countries | the “South-South” Group of 15, rity. They also resented the tinental shelf is expected to be 
“Thee Need tae .daction line ~ the focus of his expulsion from his party as an which seek to link economic organisation which Malay- abruptness with which Malay- exhausted of known oil 
are Are tag Strong . costly push into heavy indus- extremist" In 1969; as prime co-operation to a developing | sia helped to found from the sia sprung the idea upon them, reserves within 10 years, 
elle PRN - tries in the early 1980s, After minister, the mid-1980s reces- country’s human rights movement to pro- withont consultation and with- One of Malaysia's nagging 
ek ‘ernmen Lote eh |. large losses, that policy has slon and austerity policy mote trade among out a clear idea of an EAEG's disputes, however, is continu- 
20Us as int ay te long since been buried' and partly necessary because of | Dr Mebathir’s ght hold on 4 role or purpose. ing despite a visit in July by 
k e Tas he Oe ibys replaced by a successful drive the costs of the earlier indus- power springs from his shrewd The new assertiveness The proposal threw Asean Myr Gareth Evans, Australia’s 
Rveramene We oe 1 attract foreign investment trial foray; huge losses and management of the party | reflects, in part, the personal off balance as it seemed to put foreign minister. Australia ack: 
é bet ay yi in Ughter manufacturing. - scandal at Bank Bumiputra; a machine, rewarding loyal | imprint of Dr Mahathir. But it Malaysia ahead of its neigh- nowledged that offence had 
rot the costs ty, But with the losses already damaging split jn his own lieutenants who have | is also driven by changing pri- bours in setting their future been caused by — but did not 
wil] taken.and the Proton Saga party and challenge to bis depended on him for thelr } orities. For Malaysia and its agenda at a time when apologise for - an ABC televi- 
For nbw. everywhere visible and a leadership: the opposition political careers. He is tireless, | neighbours, the greatest threat were still digesting the full sion series, Embassy, which 
do reliable national car — some stirred by detentions of politi- maintaining a grasp of all | is na seen to come from implications of east-west rap- Malaysia took to be insulting. 
Not are also sold abroad - Dr cians, suspensions of judges aspects of government in a j comm! but from protec. prochement. Officials said the acrimony had 
Mahathir could not resist and bans on newspapers; polit- manner reminiscent of Mrs { tionism. With all Asean members all but frozen relations 
claiming success for the policy ical setbacks in the Eastern Margaret Thatcher, the former Malaysia has always been avowing the necessity of devel- between two countries. 
contrary 40 the arguments Malegrian states. of Sarawak : Pa od to tlie econemnie a - : The decline of communism, 
forth by critics before.” ; buge losses from a fortunes industrialised ~ fat z r 
P'thls sort of thing may be vain attempt to hold ap world Inevitable question world. Its vulnerability to falls pene in the west nein 
maddening for those critics, tin prices and the subsequent about the identity of in commodity prices is now has posed the question of how 
bot it is testimony to Dr closure of the majority of the his successor coupled with its dependence on best to approach the region's 
westment in mantfac- 
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‘Constant source of} Changing priorities 


Mahathir’s extraordinary 





country’s mines; and, in 1989, 
4 heart attack resulting in 
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security. The US is scaling 
down its military presence, and 


. ‘- : : : oe aa urgent bypass surgery. British prime minister. force behind economic growth, its agreement with the Philip- 
Lim Siong Hoon examines the Cocoa Board Dr Mahathir remains as tndeed, comparisons with | and on export markets for the pines on closing Clark air base 
es esse Sen — — eS ae energetic an advocate of his rs Thatcher are easy todraw | manufactured goods, < has raised new questions about 

woe : . ows policies as ever. — leading to the inevitable | Dr Mahathir, never reticent deployment of forces. 

an Bei Pod ‘ i ; He fg a constant source of question, being asked increas- | on external relations, has Malaysia and its regional 

new Initiatives: laying plans ingly in Malaysia, about the his sights at protec: rs are nervous that India 
ocus on research 222238 Sf5= * Sere its marae 
! ‘Vision 2020", and fervently py Mahathir appears to | Picious of the free trade agree- regional superpower, and 


WITH. M$7m in an initial 


cate Malaysia is new to the 
field and because Asia-Pacific 


year, the national capacity is- 
expected to be about 90,000 
tonnes, the equivalent of $3 per 
cent of the 280,000 tonnes in 


arguing for an Asian trade 
group to counter the protec- 
tionist blocs he sees in the 
western world. 

Malaysians admire their 
prime minister for the higher 


favour Mr Anwar {brahim, 
who became finance 

in March this year. His activi- 
ties in the Islamic Youth 


: nalism”. He 
told foreign ministers of the 
Association of South East 
Asian Nations (Asean) at their 


Badawi: new assertiveness 


oping close economic ties 
- but each having a different 
idea about how this might be 


apprehensive about Japan’s 
more assertive diplomatic pro- 
file in regional discussions. 
Their position on the US view, 
that regional security should 
be taken care of by a loose 


bean output forecast. “ profile he has given the coun- _ letention under ; July meeting in Kuala Lum- achieved — the task of develop- i i 
‘To this intermediate, second | try internationally, and his ae atten Act dur- | Pur: “Managed trade, bilateral. ing a new economic and politi- pranewoek a is not Bie 
: . industrial layer of bean proces- | outspoken approach to other ing the 1970s, but he was | ‘sm and trading based on reci- cal role for Asean is among the the concept runs parallel 
a deputy sors, Malaysia hopes to add a | countries. Here too, he has brought into the United { Procity endanger the open most urgent facing Malaysia with economic co-operation via 
try's most powerfal federal general and a scientist who third: an array of food and fall circle, with bis “Buy Malays 4 Organisation | Multilateral trading system, and its partners. Several qui- Apec. 
authority. It will attempt to beads the board's marketing industrial users of cocoa prod- | British Last" campaign 00W (jmno) and the government by | 204 consequently the growth etly back the favoured route of “Dy” xponathir's invitation to 
without impinging on and regulatory division.” ucts as well as the handful of | replaced by much warmer py; Mahathir in 1982 and has | % world trade.” the US and Japan Asia Pacific the sovier Union and China to 
the business. It will also — To ordinary Asians, cocoa chocolate makers, Research is | relations with London. since been promoted repeat- | He has strongly attacked Economic Co-operation, 2 crtend the recent Asean meet- 
research ways of raising farm has always had the image ofan seen as the board’s most The first prime minister not attempts by industrialised grouping which includes North ings as observers and as Mal- 


output and of promoting indus- 
trial and conswumer uses of the 


rtant contribution to this 
fel 


to come from an aristocratic 
background, Dr Mahathir 


Mr Anwar's abilities as a 
senior minister, however, are 


countries to link economic aid 
to the protection of human 


America, Australia and New 
Zealand but has yet to develop 
an identity or role, 


aysia’s guests revealed confu- 
sion about the future means of 


commodity. 12 per cent of the price of choc- The board's entry into the | began his premiership by try- Tights, arguing that this is i ; 
“Developing agricultnral late. To some businessmen, it industry is made difficult, but | ing to make government ser- Buen atin ence interference in the affairs of January's summit of Asean discussing Tegional security, It 
countries tend to focus on pro- is an African crop sought after relevant as a result, by a world | vants more responsible and from office for any reason in developing countries, and leaders in Si will pro- the ‘Asean meetings should be 
duction research rather than by European market slump, with prices at a | efficient, forcing them to wear the near future it Wad roba- | 2miounts to protectionism by vide an indication of the cohe- used as aforum.to debate secu- 
on industrial research,” says can chocolate makers. “I2-year low. Nearly all farmers | name-tags and punch time- 51) no tao soon for Mr ‘hear other means. sion and future significance of rity issues with industrialised 
Mr E.B. Tay, who as the dep- Swiss annual are losing money, and little | cards when beginning and as 3 rovaalg This is the rationale behind the 24-year-old association. countries. 
tee tok af hmsiucest win hve eaulvae mpeg fn terms of cult | ending ork, He Mneelt lo Ghafar Baba woul be 3 | ee ae eee eciroe a ema Meanie, however, the 
ine t areaucrat who have eq expec wears a name-tag. an East Asian Economic as resolution of the crisis... . . 
contender, particalarly if the | Grouping (EAEG). involving in Cambodia draws near- Five Power Defence Arrange- 


and scientist to head the cocoa 

board's research division. 
The division aims to conduct 

both types of research, espe- 


cially in finding new uses for - t=) 
both as.a food and.as a__team .to China,.where con- 


cocoa... 
non-food commodity, : “This 
takes a long time,” says Mr 
Tay. “But, I think: the govern- 
ment’s approach is the right 
one.” : 

The board's other main func- 
tion is marketing and regula- 
tory work. 

For more than a decade, 
domestic: and international 
transactions in Malaysian 
cocoa were based on exte! 
authorities, usually African 
cocoa physical quality stan- 
dards or, ambiguously’ it 
seems, on the notion of “fair, 
“"Malagelan Beans are now, to 

are now, 

be graded on.a standard set of 
six quality levels. These will be 
based on bean size. uniformity 
(100 beans per. 100g.is the - 
mum), the degrées,‘of mouldi- 
ness, fermentation and insect 

is regulatory work covers 
the issue licences for virtually 
all levels of activities,. from 
planting (six hectares. and 
and bean. collection to 


obtain compHance in compul- 


sory grading. 
simply to “angibl tan: 
ply set je stan- 
dards, which were not avail- 
able to most buyers and sellers 
before, but also to support the 
marketing efforts because 
ge sales are now 


ding. 
‘The measures will help build 
a reputation for cocoa - be- 





rea 


"Sultan Azian Shah, the Yang di-Pertuan 
nose qecocseavsscasares il Agong, or King | 
Malaysian dollar or Ringgit (M$) 





Last year, sent 

sumption stands at 

head. The results eke 
: have since 


fee drinkers,” he says../ 
“Now they are poor. We 
don’t expect them to be poor 
forever,” adds Mr Tay, who 
says that the board has the 
task of identifying different 
cocoa products for different 


mar! > 
The importance of the 
board's role in the domestic 


liamentary Act. It is symbolic 
of the national ambition not 
just to be a big cocoa grower 
but also to be a world-class 
manufacturer of cocoa prod- 


ucts. 

In the decade to 1989, Malay- 
sian cocoa bean production 
rose from 40,000 tonnes to 
255,000 tonnes, or from 2 per 
cent of world total to 10 per 
cent. It used to export all its 
output, but in 1989, 20 per cent 
of production was sold to 
domestic processors producing 
cocoa butter and powder, the 
ingredients for chocolates and 
cocoa drinks. 


Individual grinding capaci- 
ties have doubled and trebled 
within the past two years. This 


assgseesees 829,758 99 km 
17.8 million (1990 estimate) 


.. 1989 US$1 = M$2.71 
1990 US$1 = M$2.70 


have been . 


Yet, Mr Tay foresees that 


. annual output is likely to con- 


tinue rising so that by 1995 
Malaysia will be producing 
about 400,000 tonnes, more 
= an Per cent above-current 


raising the national average 

Hed anywioes in tae eth 
eld anyw wor! 
~ from a bectare to 1 

tonne. Some estates already 

produce 5 to 2.0 tonnes per 
ectare, 3 





















Ten years later, his focus is 
more on maintaining what he 
sees as traditional val- 
ues ~ avoiding a headiong 
rush to materialism - as the 

country becomes more devel- 


. oj 
The board has set a target of "he has been accused of 


being autocratic. Although he 
has taken some ruthless deci- 
sions, he defends the need for 
strong government to main- 
tain stability. He has argued 
that democracy does not mean 
individual rights, but the will 


south-east Asian countries and 
their northern neighbours, as 2 
Consultative group rather than 
a bloc. It would, he said, pro- 
vide “the leverage and a plat- 
form to act in concert and 
ed with sue: Xeice vith 
to any trade problems 

or trade-related issues that 
affect us directly or indirectly.” 
The suggestion predictably 
viewed disdain by indus- 
trialised nations, has more sig- 
nificantly found scant support 


er - previously the chief item 
on which Asean members 
could . An end to the cri- 
sis would unlock foreign 


~ investment in Vietnam and 


could propel the whole of Indo- 
china towards economic 
revival, which could allow it to 
challenge Asean members for 
foreign investment and export 
markets. 
utes continue to 
er. Most notably, y- 


ment involving Malaysia, Sing- 
apore, Britain, Australia and 
New is strong as US 
Pacific forces are being 
reduced. Relations with Britain 
are warm, reflecting 
Britain's defence equipment 
sales to Malaysia, and are a far 
cry from Dr Mahathir's “Buy 
British Last” campaign in the 
early 1980s. 


Lim Siong Hoon and 
Alexander Nicoll 
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Alexander Nicol! examines political developments 


A challenge for the future 


MALAYSIA can rightly claim 
to have a more developed dem- 
ocratic system than many 
other Asian countries, 

Although the same party, 
the United Malays National 
Organisation (Umno), has been 
dominant since independence 
from Britain in 1957, its hold 
on power cannot be taken for 
granted. And although its dom- 
inance — and the protected sta- 
tus of the Malay majori- 
ty - means that Malaysian 
Politics is often synonymous 
with Malay politics, it is by no 
Means as simple as that. 

The country's federal struc- 
ture makes state politics very 
important. Politicians in Kuala 
Lumpur depend on power 
bases in their home states. 
This means that issues which 
are primarily local have a 
means of attracting attention, 
keeping the capital in touch 
with the grass roots, 

Umno does not control all 
the states, but has managed to 
maintain a grip on power 
nationally. This achievement is 
due partly to the economic suc- 
cess of its policies, partly to 
the extraordinary personality 
ot Dr Mahathir Mohamad, the 
prime minister, and partly due 
to effective constraints on the 
dissemination of dissenting 
opinions. 

Umno must constantly seek 
a balance between the different 
interests which keep it io 


power, 

On the one hand, it is com- 
pletely dependent on retaining 
the support of Malays, who 
make up about half the 18m 
population. Its traditional 
backing is among rural 
Malays. agricultural families 
who were formerly the back- 
bone of the economy. With the 
growth of industry, Malays 
fave been actively encouraged 
to move to urban areas to seek 
employment. This has created 
a new set of concerns which 
Umno needs ta address to 
Yetain support. 

A long and wounding strug- 
gle which developed within 
Umno in the late 1980s resulted 
in Tengku Razaleigh Hamzah, 
the former trade and industry 
minister. leading the break- 
away party Semangat ‘46 
(Spirit of 1946). This is a 
reminder of competing claims 
for support among Malays. So 
is the existence of the Parti 
{slam (PAS), the Islamic party 
which has long been a constant 


threat to its backing from rural 
Malays. a i 

While retaining sufficient 

support among Malays, the 

'¥ must also constantly bar- 
gain behind the scenes with its 
partners in the Barisan 
Nasional (National Front) 
coalition government. These 
are the Malaysian Chinese 
Association, the Malaysian 
Indian Congress and various 
Parties with which it is allied 
in the eastern states of Sara- 
wak and Sabah, 

This is an awkward balance 
when the driving force behind 
most of government policies is 
the advancement of Malays. 
The coalition partners need the 





PARLIAMENTARY 
BALANCE 


Barisan Nasional coali- 
tion: 132 seats: 

Umno 73 

MICA 18 

mic 6 

Gerakan 4 

Sarawak parties 25 
Sabah parties 6 


Opposition: 48 seats: 


DAP 20 

Parti Bersatu Sabah 14 
Parti Islam 7 
Semangat '46 7 


support of the Umno machine 
to persuade Chinese and 
Indian voters that the coalition 
remains worthy of support. 

as Gordon P. Means, profes- 
sor of political science at 
McMaster University, Hamil- 
ton, Canada, observed in a 
recent book*: “When the ethnic 
preference system blocks 
access to higher education and 
to valued jobs for those who 
otherwise would be qualified, 
considerations of inter-ethnic 
equity assume minor signifi- 
cance to the deprived individ. 
ual suffering immediate 
anguish and despair.” 

In general, the minorities 
have been restrained from 
opposing the government by 
the country’s prosperity and by 
their continued preponderance 
in business and the profes- 
sions. While Malays still 
account for 76 per cent of agri- 
cultural workers, 56 per cent of 
registered professionals are 


Chinese and 13 per cent are 
Indians. Within the profes- 
sions, 81 per cent of accoun- 
tants, 74 per cent of architects 
and 58 per cent of engineers 
are Chinese. The Chinese still 
dominate retail trade. 

However, Prof Means 
observes: “Most non-Malays 
live with a persistent anxiety 
over the direction of ethnic 
preferences policies and won- 
der whether they or their chil- 
dren will ever be treated with 
full equality in public policy, 
in arcess to goods and services, 
and in economic and social 
relations." 

The leading opposition party, 
the Democratic Action Party 
— though it does not identify 
itself with any racial commu- 
nity — does hest in areas with 
a large Chinese population, 
such as Kuala Lumpur and the 
surrounding area, and Penang. 

For Umno, there is an 
equally dangerous reverse side 
to the political implications of 
its asset redistribution policies. 
The National Economic policy, 
effectively spreading wealth 
among Malays as of right, has 
naturally raised expectations 
among Malays. If these cease 
to be met, Umno could rapidly 
find itself in difficulties, 

Dr Mahathir, in characteris- 
tically direct fashion, expresses 
frustration with the tendency 
of Malays to view the National 
Development Policy, successor 
to the New Economic Policy, as 
a “get-rich-quick scheme”, 
rarely ing their easily-won 
capital. He warns them that 
they cannot expect policy 
always to favour them. 

In all this — despite the evi- 
dent success of many govern- 
ment policies — there should 
be fertile ground for opposition 

ies. 


In parliament, opposition 
parties account for 48 of the 
180 seats. Mr Lim Kit Siang, 
the opposition leader, also 
heads the Democratic Action 
Party which has 20 seats, The 
next largest bloc is of 14 seats 
held by Parti Bersatu Sabah, 
with the remainder split 
between Semangat '46 and 
Parti 

Although the opposition is 
not large enough to block legis- 
lation, its substantial presence 
in parliament nee allow 
opposing jews to be aired pul 
licly and thus to get into the 
press, most of which is favour- 
able to the government. Even 


WE MANAGE. Like most leading commercial banks 
in Malaysia, Southern Bank has a wealth of 
resources and expertise to meet your financial 


needs. But unlike many others we don’t just 


safe-keep your money. 


At Southern Bank we take every 
opportunity fo knew you better. And that may 
be through listening to your needs, when 
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50, opposition MPs do not get 
the hearing they would like. 
Mr Kua Kia Soong, MP for Pet- 
aling Jaya on the outskirts of 
the capital, complains: “The 
Deputy Speaker has a stiff 
neck — he can't see the opposi- 
tion MPs.” 

The DAP’s constant call is 
for open, Clean, accountable 
government, Its latest target is 
a Land Act, recently amended 
by Parliament to allow state 
governments compulsorily to 
acquire land for any purpose 
“deemed beneficial to the eco- 
nomic development of Malay- 
sia,” 


But the ability af any opposi- 
tion party to make headway in 
an election is severely con- 
strained. To begin with, the 
press and broadcast media, 
either controiled by or favoura- 
ble to the government, give lit- 
tle coverage to opposition 
views. Secondly, opposition 
parties cannot begin to match 
the financial resources upon 
which Umno can draw. This 
becomes particularly impor- 
tant at election time when 
promises to improve facilities, 
especially for poor communi- 
ties, are commonplace. 
irdly, there are strict limits 
on election meetings, which 
can only be held in enclosed 
spaces and therefore must be 
small. Police permits are 
needed to hold them. 

Always at the back of the 
opposition’s mind - and of 
those who vote for them — are 
periodic government crack- 
downs, The opposition leader 
and his son, as well as other 
politicians, have suffered 
detentions without trial. 

Dr Mahathir insists that 
strong government is neces- 
sary a developing country 
such as Malaysia. “We are not 
going to gain anything by hav- 
ing weak governments as in 
Some countries which get top- 
pled over every now and then, 
and then you have elections 
during which hundreds, thou- 
sands of people are killed, the 
economy disrupted. people are 
poor, and starving.” 

The challenge for Malaysia's 
leaders in the future, however, 
will be to have the confidence 
to allow more air to flow 
through its democracy while 
Tetaining racial harmony and 


prosperity, 

* Malaysian Politics: The Sec- 
ond ion, Oxford Univer- 
Sity Press, 1991 
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Politics among the squaiter huts 


Federal funds win votes 


“ON MONDAY we will have 
the street lights on,” proclaims 


Because there is not a lamp- 
ia eee tae 
election meeting is 
place in the middie of a com- 
munity of squatter huts - in 
which women painstakingly 
sort bales of shredded paper 
into different colours for 


~ the promise seems unlikely 
to be fulfilled. 

Bat this is a by-election for 
a state assembly seat, and the 
concerns of the yoters are pre- 
dominantly local. 

The constituency is Prai, an 
area of light industry and com- 
merce centred aromnd Butter- 
worth, on the west coast of 
Peninsular Malaysia a short 
the bustling tain Cli? of the 

ty 
island of 

Just over half its 14,000 vot- 
ers are Chinese, with more 
than 25 per cent accounted for 
by the Indian community and 
only 22 per cent by Malays. 
Although Prai coutains some 
better-off sections, it also has 
some poverty-stricken areas 
with little drai 


and poor 
housing and roads, 

In last October's general 
election, the opposition Demo- 
cratic Action Party just man- 
aged to hang on to the seat as 
the DAP strove to capture a 
majority in the Penang state 


ste DAP depends largel 

ly op 
Chinese and Indian votes and 
could therefore hope to do well 
in Penang. But it narrowly 
failed to win the state and was 
forced to fight the Prai seat 
again when its assemblyman 
resigned for personal reasons. 


The state leaders of the Bari- 
san Nasional, the ruling 
National Front coalition of 
parties, wishing te shore up 
their small majority and to 
win the a erag of the 
have thrown e a 
winning the by-election. 

Their candidate is Mr V. Mu- 
thusamy, a lawyer and the 
huskand of the unsuccessfal 
candidate last October. The 
seat is traditionalty held by an 
Indian and Mr and Sirs Metho- 
samy are prominent members 
of the Malaysian Indian Con- 
gress, one of the three main 
ethnic-based parties which 
make the coalition headed 


ap 
by Dr Mahathir Mohamad, the 


prime minister. 
The DAP's determination to 
retain the seat is shown by its 


and one of Malaysia’s most 
distinguished lawvers. On a 
campaigning Saturday in late 
duly, several government min- 
isters are in the constituency 
on Mr Muathusamy’s behalf, 
including Mr Anwar Ibrahim, 
the finance minister, whose 
home state is Penang. The 
prime minister is opening a 
factory for Sony, the Japanese 
electronics giant, nearby, 

Mr Karpal Singh is sur- 
rounded by several of the 
DAP's most sentor national 
officials. Mr Lim Kit Siang, 
leader of the opposition in 
Kuala Lumpar, and Tengku 
Razaleigh Hamzah, the former 
fimance minister who leads a 
breakaway party of Malay for- 
mer supporters of Dr 
Mahathir, are addressing cam- 


paign meetings. 
The pennants, billboards 


ground for the Barisan 
Nastonal: a red 
a biue circle for the DAP, 
With most voters more con- 
cerned about local amenities 
than national politics, the Bar- 
isan slogan “Only Barisan can. 
help” is given a literal inter- 
pretation by its campaigners. 
At the Barisan, campaign 
headquarters, iuthusamy 
is passionate in support of her 
husband, whose campaign she 
is managing. “We say, this Is a 
working class area with squat- 
arainege. W Qe nee | 
i . We are concern 
with day-to-day affairs. We 
need somebody to voice the 


headquarters. 
Singh, the DAP candidate, 
says: “The Barisan Nasional 
only thinks about paving the 
roads during an election. 
These are direct inducements 
but the government says that 
the timing is a coincidence.” 


aysia as vote-winning tactics. 
So mach oe the Siar news: 
paper, which supports the gov- 
ernment, reported next day 
from Prai without comment: 
“On-the-spot grants have 
been made to national-type 
primary schools and local 
organisations, and for the con- 
struction of village roads with 
promises of more federal funds 
to improve poor drainage and 
overcome the nagging flood 
problems in the slums.” Hence 


the DAP slogan: “Take Bari- 
san money, vote DAP". Mr 
Patto says: “A DAP win shows 
that the people want a clean, 
accountable ronment.” — 

At the election meeting 
amid the squatter huts 
~ where a meeting had 
been disrupted the previous 
evening by people throwing 
stones - Mr S.Samy Vellu, 
munications and posts, cou- 
ples his promise of street 
lights with an appeal to the 
wider concerns of 

“When you vote, you are 
voting not for Mr Muthusamy, 
not for Mr Samy Vellu, you 
are voting for the scales, that 
is for Dr Mahathir.” (The 
scales, Indicating justice, are 
the Barisan emblem.) 
But at campaign headquar- 
ters, Mrs Muthusamy has to 
think for a few moments when 
asked what Dr Mahathir’s gov- 
ernment has done for the 
hole. The prime 


wry view of such outrage: “No 
by-election, no DAP, no 


candidate of the ruling Barisan 
Nasionai, won the seat with 


5,182 votes against 4,320 for Mr 
Earpat Singh, the DAP candi- 
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